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OVERSIGHT  HEARING  ON  THE  U.S.  POSTAL 

SERVICE 


THURSDAY,  MARCH  25,  1993 

House  of  Representatives, 
Committee  on  Post  Office  and  Civil  Service, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  10:05  a.m.,  in  room  311, 
Cannon  House  Office  Building,  Hon.  William  (Bill)  Clay  (chair- 
man), presiding. 

Mr.  Clay.  The  committee  will  come  to  order. 

This  morning  we  begin  our  general  oversight  hearings  on  the 
United  States  Postal  Service.  These  hearings  will  continue  on 
March  30th  with  the  mailers,  April  20th  with  employee  organiza- 
tions, April  27th  with  the  Postmaster  General,  and  June  8th  with 
the  Governors  of  the  Postal  Service. 

Our  witnesses  today  are  from  the  General  Accounting  Office  and 
the  Postal  Rate  Commission.  It  is  a  pleasure  to  welcome  all  of  you 
to  the  hearing  this  morning.  GAO  will  testify  on  the  preliminary 
results  of  its  monitoring  of  the  restructuring  of  the  Postal  Service. 
That  restructuring,  which  has  been  a  somewhat  painful  process,  is 
yet  to  be  completed,  but  we  will  learn  of  the  results  to  date.  We 
are  all  interested  in  the  effects  of  restructuring  on  mail  services, 
postal  finances  and  postal  employees.  We  will  investigate  the  effect 
of  restructuring  on  the  Postal  Service's  automation  program,  serv- 
ice performance,  the  use  of  overtime,  the  results  and  consequences 
of  employee  appeals  of  restructuring  personnel  actions  and  whether 
or  not  the  Postal  Service  will  achieve  the  savings  it  estimates  from 
the  restructuring. 

The  restructuring  may  also  have  effects  on  the  availability  of  in- 
formation which  is  needed  for  the  Congress,  this  committee,  the 
GAO,  postal  managers  and  the  Postal  Rate  Commission  to  more 
adequately  perform  our  duties.  I  hope  that  our  witnesses  today  will 
address  these  information  needs. 

At  least  year's  oversight  hearings  many  witnesses  testified  about 
postal  ratemaking  reform.  Chairman  Haley  of  the  Postal  Rate 
Commission  testified  that  the  Commission  would  quickly  begin  im- 
plementing reforms.  Today  we  will  hear  of  the  progress  made  in 
that  endeavor.  We  will  also  hear  the  views  of  at  least  one  Commis- 
sioner on  revenue  foregone  appropriations,  which  is  an  issue  on 
which  this  committee  will  propose  a  legislative  solution  later  this 
year. 

I  would  also  like  to  take  this  opportunity  to  welcome  Michael 
Motley,  James  Campbell  and  Larry  Keller,  the  new  GAO  team  who 
will  be  presenting  testimony  this  morning.  And  we  look  forward  to 

(1) 


working  with  you  as  well  as  we  did  with  your  predecessors.  I  also 
welcome  the  newest  Postal  Rate  Commissioner,  Wayne  Schley,  who 
is  familiar  with  the  Congress  from  the  other  body's  perspective  as 
a  former  key  staff  person  for  Senator  Stevens  of  Alaska. 

Oh.  I  see  we  have  been  joined  by  Mr.  Hastings.  Do  we  have  any 
other  opening  statements? 

Mr.  Hastings.  No,  Mr.  Chairman.  I  am  delighted  to  be  here  and 
look  forward  to  hearing  the  testimony  of  the  witnesses. 

Mr.  Clay.  Thank  you.  Without  objection,  we  will  insert  at  this 
point  in  the  record  a  statement  from  the  Congresswoman  Eleanor 
Holmes  Norton. 

[The  statement  prepared  of  Mr.  Thomas  C.  Sawyer  follows:] 

Prepared  Statement  of  Hon.  Thomas  C.  Sawyer,  a  Representative  in 
Congress  From  the  State  of  Ohio 

Thank  you,  Mr.  Chairman.  I  want  to  commend  you  for  your  leadership  in  initiat- 
ing these  oversight  hearings. 

This  year,  I  have  the  privilege  of  chairing  the  Subcommittee  on  Census,  Statistics, 
and  Postal  Personnel.  The  Postal  Service  is  at  a  crossroads.  It  is  a  time  of  enormous 
change  not  only  for  the  Postal  Service,  but  for  the  nation  as  a  whole.  Rapid  demo- 
graphic change  will  affect  both  the  workforce  that  the  Postal  Service  manages  and 
the  public  that  it  serves. 

I  am  particularly  concerned  about  the  effect  of  the  recent  reorganization  of  the 
Postal  Service  on  the  dedicated  postal  workforce.  We  want  to  ensure  that  the  reor- 
ganization did  not  take  place  for  its  own  sake.  The  results  ought  to  be:  More  effi- 
cient decision-making  and  mail  service;  stable  postage  rates;  a  more  productive 
working  environment;  and  enhanced  competitiveness  in  a  rapidly  changing  market- 
place. 

Despite  the  rapid  pace  of  the  reorganization,  the  Postal  Service  received  high 
marks  for  holiday  mail  service.  However,  I  remain  concerned  about  the  quality  of 
service  at  the  local  level.  For  example,  the  retirement  of  ten  letter  carriers  in  Bar- 
berton,  Ohio,  left  a  temporary  void  that  adversely  affected  the  timeliness  of  mail  de- 
livery. 

It  also  appears  that  the  replacement  of  employees  who  took  advantage  of  retire- 
ment incentives  is  moving  at  a  slower  than  anticipated  pace.  I  look  forward  to  hear- 
ing about  the  Postal  Service's  plans  to  fill  vacant  positions. 

Threats  to  the  Postal  Service's  competitiveness  loom  everywhere.  Everyone  under- 
stands that,  to  remain  competitive,  the  Postal  Service  must  make  every  effort  to  en- 
sure that  postal  customers  receive  high  quality  mail  service.  I  look  forward  to  work- 
ing with  Chairman  Clay,  Chairwoman  Collins  and  other  committee  Members  to  en- 
sure that  the  primary  objective  of  the  Postal  Service  continues  to  be  efficient  and 
timely  mail  delivery  to  the  American  public. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Hon.  Eleanor  Holmes  Norton  fol- 
lows:] 

Prepared  Statement  of  Hon.  Eleanor  Holmes  Norton,  a  Representative  in 
Congress  From  the  District  of  Columbia 

Mr.  Chairman,  this  oversight  hearing  on  the  United  States  Postal  Service  reorga- 
nization continues  your  exemplary  leadership  in  a  series  of  hearings  held  on  this 
matter  since  reorganization  began  in  August  of  1992. 

Reorganization  of  the  Postal  Service  is  fully  justified  if  the  Postal  Service  is  to 
become  a  competitive  entity  in  the  mail  service  industry.  This  Committee's  obliga- 
tion is  to  ensure  that  any  reorganization  does  not  victimize  Postal  Service  employ- 
ees, does  not  compromise  customer  service,  and  does  not  abuse  taxpayer  funds.  The 
testimony  of  today's  witnesses  will  help  the  Committee  to  fulfill  our  obligation. 

[The  prepared  statement  of  Hon.  Barbara-Rose  Collins  follows:] 

Prepared  Statement  of  Hon.  Barbara-Rose  Collins,  a  Representative  in 
Congress  From  the  State  of  Michigan 

Mr.  Chairman,  I  am  very  pleased  to  join  you  and  other  distinguished  members 
of  the  Post  Office  And  Civil  Service  Full  Committee,  in  the  participation  in  this 


oversight  hearing  to  hear  from  the  General  Accounting  Office  (GAO),  and  the  Postal 
Rate  Commission,  on  their  thoughts  and  views  on  postal  issues. 

Since  the  postal  reorganization  in  1970,  it  is  my  understanding  that  GAO  has  con- 
ducted hundreds  of  studies  of  the  Postal  Service,  and  that  various  Congressional 
Committees  have  held  more  than  800  postal-related  hearings.  These  types  of  hear- 
ings have  allowed  for  the  input  from  all  parties  concerned  with  the  productive  and 
efficient  operation  of  the  Postal  Service. 

The  Postal  Service  has  basically  been  successful  in  managing  its  affairs  over  its 
22-year  history.  It  currently  operates  on  a  break-even  basis.  It  is  also  my  under- 
standing, that  according  to  the  National  League  of  Postmasters,  currently,  the  tax- 
payers contribute  no  monies  toward  the  operating  expenses  of  the  U.S.  Postal  Serv- 
ice. 

The  National  League  of  Postmasters  also  asserts  that  "independent  research  con- 
tinues to  give  the  U.S.  Postal  Service  an  84  percent  'good'  or  excellent'  service  per- 
formance rating — a  rating  that  exceeds  every  other  major  business,  corporation,  or 
other  federal  agency."  They  also  conclude  that,  "the  vast  majority  of  Americans  be- 
lieve their  postal  services  are  a  good  value",  and  that,  "by  every  known  statistic  and 
measurement  system  used,  the  U.S.  Postal  Services  remains  the  best  in  the  world, 
delivers  more  mail  than  most  (private  mailers*)  combined,  and  for  less  money." 

GAO  has  been  instrumental  in  attempting  to  alert  Congress  of  the  effectiveness 
of  the  Postal  Service's  automation  initiative  efforts,  in  the  attempt  to  improve  proc- 
essing and  delivery  services  of  the  mail,  while  reducing  costs.  I  would  like  to  com- 
mend them  in  this  effort. 

As  we  consider  how  to  resolve  the  most  important  issue  of  postal  rate  setting  that 
is  fair  and  equitable  to  all  postal  customers,  I  will  be  specifically  interested  in  the 
opinions  and  assessments  of  the  Postal  Rate  Commission — among  others — as  to  how 
we  can  best  accomplish  this  objective,  hopefully  in  a  nonpartisan  manner. 

I  would  also  like  to  take  this  opportunity  to  wish  Chairman  Haley  and  Commis- 
sioner Crutcher,  all  the  best  as  your  service  on  the  Postal  Rate  Commission  comes 
to  an  end.  And  to  thank  you  both  for  your  years  of  dedicated  service  to  the  Commis- 
sion. 

Mr.  Chairman,  in  closing,  let  me  say,  that  throughout  the  scheduled  series  of 
Oversight  Hearings  by  the  Full  Committee  on  Post  Office  And  Civil  Service,  my  pri- 
mary focus  and  objective  will  be  to  assess  the  many  impacts,  both  positive  and  nega- 
tive, of  the  ongoing  "restructuring"  of  the  U.S.  Postal  Service.  With  my  main  empha- 
sis placed  on  helping  to  insure  maximization  of  Postal  Service  cost-reduction  and 
competitive  strength,  through  major  improvements  in  postal  operations  and  serv- 
ices, while  simultaneously  protecting  the  rights  and  interests  of  loyal  and  dedicated 
postal  employees. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Hon.  Don  Young  follows:] 

Prepared  Statement  of  Hon.  Don  Young,  a  Representative  in  Congress  From 

the  State  of  Alaska 

I  would  like  to  commend  the  Chairman,  Mr.  Clay,  and  the  Ranking  Minority 
Member,  Mr.  Myers,  on  scheduling  this  first  oversight  hearing  to  address  the  U.S. 
Postal  Service.  As  a  member  of  this  Committee,  I  feel  it  is  imperative  that  we  exer- 
cise our  oversight  authority  of  the  U.S.  Postal  Service. 

I  believe  at  no  time  since  I've  been  in  Congress  has  the  Postal  Service  faced  as 
many  challenges  as  it  does  today,  with  it's  recent  restructuring  plan,  efforts  to  auto- 
mate mail  processing,  and  the  need  to  reform  ratemaking  policies  and  processes. 
This  government  agency  is  entering  a  critical  stage  of  its  operation. 

The  testimony  of  Mr.  Michael  Motley,  Associate  Director  of  the  General  Account- 
ing Office  should  provide  much  needed  insight  on  the  U.S.  Postal  Service.  There  are 
many  questions  that  should  be  resolved  in  the  next  few  months  with  the  various 
oversight  hearings  scheduled.  I  am  particularly  interested  in  the  effects  of  the  re- 
structuring, with  regards  to  customer  service,  operating  cost,  and  the  effects  on  the 
postal  employees.  I  would  hope  that  questions  of  Veterans'  preference  and  displaced 
workers  could  be  addressed  today. 

I  also  would  like  to  thank  Mr.  George  Haley,  the  chairman  of  the  Postal  Rate 
Commission,  and  his  fellow  Commissioners,  for  their  testimony  today.  The  Postal 
Rate  Commission  has  served  this  country  well,  for  over  twenty  years,  inprotecting 
the  consumer,  while  balancing  the  income  needs  of  the  Postal  Service.  It  is  also  with 
great  pleasure  that  I  welcome  the  newest  Commissioner,  fellow  Alaskan  Wayne 


*(  Emphasis  added). 


Schley.  I  had  the  honor  to  work  with  Mr.  Schley  over  the  years  when  he  served  as 
the  Staff  Director  for  Senate  Ted  Stevens.  He  will  be  an  asset  to  the  Commission, 
as  he  was  to  Alaska 

The  operational  performance  and  economic  health  of  the  U.S.  Postal  Service  is  of 
great  importance  to  the  American  people,  and  this  Committee,  and  I  look  forward 
to  hearing  the  testimony  of  our  witnesses  today. 

I  have  a  few  written  questions  for  the  General  Accounting  Office  and  the  Postal 
Rate  Commission  that  I  would  like  entered  for  the  record. 

Thank  you,  Mr.  Chairman. 

Mr.  CLAY.  Good  morning,  gentlemen.  Without  objection,  your  en- 
tire statements  will  be  included  in  the  record  at  this  point.  You 
may  proceed  as  you  see  fit. 

STATEMENT  OF  MICHAEL  E.  MOTLEY,  ASSOCIATE  DIRECTOR, 
GOVERNMENT  BUSINESS  OPERATIONS  ISSUES,  GENERAL 
GOVERNMENT  DIVISION,  GENERAL  ACCOUNTING  OFFICE, 
ACCOMPANIED  BY  JAMES  CAMPBELL,  ASSISTANT  DIREC- 
TOR, GOVERNMENT  BUSINESS  OPERATIONS  ISSUES,  GEN- 
ERAL GOVERNMENT  DIVISION,  GENERAL  ACCOUNTING  OF- 
FICE; AND  LARRY  KELLER,  SENIOR  EVALUATOR,  GENERAL 
ACCOUNTING  OFFICE 

Mr.  Motley.  Thank  you,  Mr.  Chairman.  Good  morning,  Mr. 
Chairman.  Good  morning,  Mr.  Hastings.  I  appreciate  the  oppor- 
tunity to  be  here  today,  and  I  would  like  to  summarize  my  state- 
ment, if  I  might. 

First,  I  would  like  to  introduce  my  colleagues  at  the  table  with 
me.  To  my  right  is  Jim  Campbell,  who  is  the  Assistant  Director  re- 
sponsible for  our  audit  and  evaluation  activities  for  the  Postal 
Service,  and  to  my  left  is  the  Senior  Evaluator,  Larry  Keller,  who 
has  helped  us  work  very  closely  on  this  testimony  and  is  in  charge 
of  many  activities  for  GAO  in  evaluating  postal  activities  with  Jim 
Campbell. 

Our  testimony  today  will  focus  on  three  areas:  the  recent  restruc- 
turing, efforts  to  automate  mail  processing,  and  the  need  to  reform 
ratemaking  policies  and  processes.  Soon  after  taking  office  in  July 
1992  Postmaster  General  Runyon  announced  plans  for  a  top-down 
restructuring  of  the  Postal  Service.  This  was  part  of  a  broader 
strategy  designed  to  make  the  Service  more  competitive,  account- 
able and  credible.  The  restructuring  was  largely  carried  out  over  a 
120-day  period  between  August  and  November  1992,  and  was 
aimed  at  eliminating  30,000  overhead  positions  occupied  by  em- 
ployees who  were  not  directly  involved  in  processing  and  delivering 
mail. 

At  the  committee's  request,  we  reviewed  the  Service's  data  per- 
taining to  the  effects  of  the  restructuring  on  customer  service,  em- 
ployees, and  operating  costs.  It  is  important  to  recognize  that  a  rel- 
atively short  period  of  time  has  elapsed  since  the  restructuring, 
and  as  a  result  only  limited  data  are  available  to  demonstrate  its 
effects  to  date. 

Data  available  show  that  restructuring  has  not  adversely  af- 
fected service  to  customers.  Two  key  customer  service  indicators 
compiled  and  reported  each  quarter  by  organizations  external  to 
the  Service  show  that  overall  performance  as  reported  in  December 
1992  was  about  the  same  as  it  was  during  a  comparable  period  in 
the  proceeding  year.  The  Service  took  several  steps  to  maintain 


service,  including  using  more  overtime  and  hiring  more  non-career 
employees.  In  aggregate,  the  Service  used  an  equivalent  of  1115 
more  employees  during  the  period  from  September  11,  1992,  to 
February  5th,  1993,  compared  to  a  year  earlier. 

Figure  1,  which  is  in  a  separate  package  that  you  have,  high- 
lights customer  satisfaction  data,  which  showed  that  nationally  the 
overall  satisfaction  rating  for  postal  quarters  ending  September 
18th  and  December  11th,  1992,  was  87  percent.  This  was  2  percent 
higher  than  the  same  two  quarters  in  1991.  The  87  percent  overall 
satisfaction  rating  was  also  reported  for  the  postal  quarter  that 
ended  May  29,  1992.  Thus,  there  was  no  drop  in  the  overall  level 
of  satisfaction  as  the  Service  moved  through  the  restructuring  pe- 
riod. 

Likewise,  figure  2  shows  that  the  overnight  First  Class  Mail  de- 
livery performance  data  remained  stable  during  the  restructuring 
period  through  December  11th,  1992.  Nationwide,  the  percentage  of 
overnight  mail  delivered  on  time  was  82  percent  for  the  postal 
quarter  ending  in  September  1992. 

Further,  figure  3,  which  represents  data  generated  internally  by 
the  Service  show  that  overnight  mail  processing  performance  was 
generally  about  the  same  during  the  period  from  June  27,  1992, 
through  February  5,  1993,  as  it  was  in  a  prior  year's  comparable 
period.  Also,  during  both  1991  and  1992  holiday  seasons  overnight 
mail  was  processed  within  the  Service's  one-day  standard  about  91 
percent  of  the  time. 

There  were  several  factors  that  contributed  to  the  Service's  abil- 
ity to  maintain  service  during  the  period.  These  included  increased 
monitoring  of  mail  operations  to  optimize  the  use  of  available  mail 
processing  capacity,  strong  employee  response  to  processing  the  de- 
livery demands  of  the  holiday  season  where  there  was  26  percent 
more  overtime  between  September  1992  and  February  1993  than 
during  the  comparable  prior  year's  period,  and  finally,  the  use  of 
non-career  employees  to  replace  career  employees  who  retired  dur- 
ing the  restructuring. 

There  were  several  steps  taken  to  stimulate  the  down-sizing  and 
to  minimize  the  impact  to  the  employees.  These  included  an  early- 
out  option,  a  monetary  incentive  to  encourage  eligible  employees  to 
retire,  a  commitment  from  the  Postmaster  General  that  there 
would  be  no  lay-offs  as  a  result  of  restructuring,  and  a  policy  that 
let  employees  taking  lower  pay,  non-union  jobs  in  the  Service  re- 
tain their  current  grade  and  pay  indefinitely.  In  addition,  counsel- 
ing, training,  and  job  placement  help  was  also  provided  to  employ- 
ees— to  find  jobs  within  and  outside  the  Service. 

From  August  1992  to  mid-March  1993,  27,275  overhead  posi- 
tions were  abolished.  This  represents  about  3.7  percent  of  the  Au- 
gust 1992  career  work  force.  In  total,  about  48,000  employees  took 
advantage  of  the  special  option  retirement. 

Mr.  Chairman,  there  are  still  some  employee  issues  which  re- 
main unresolved.  There  are  several  thousand  employees  who  left 
overhead  positions  and  are  yet  to  be  placed.  Many  of  these  employ- 
ees are  located  in  New  York  and  Chicago  areas  where  relatively 
few  non-union  job  vacancies  exist.  Service  officials  said  that  they 
would  try  to  place  employees  into  jobs  within  their  commuting 
areas  before  directing  employees  to  relocate  to  other  cities. 


The  Service  is  also  faced  with  resolving  certain  employee  appeals 
and  litigation  surrounding  the  restructuring.  As  of  March  23rd, 
1993,  15  of  66  appeals  filed  with  the  MSPB  have  either  been  with- 
drawn or  dismissed,  and  the  remaining  were  still  under  consider- 
ation. In  January  1993,  the  National  Association  of  Postmasters  of 
the  United  States  requested  a  court  injunction  to  stop  the  Service 
from  filling  postmaster  positions  unless  competitive  procedures 
were  followed.  As  of  March  15,  1993,  a  decision  on  the  case  was 
pending. 

Turning  now  to  the  cost  and  savings  anticipated  from  restructur- 
ing we  found  that  for  Fiscal  Year  1992  the  Service's  cost  for  the 
restructuring  totaled  about  $1  billion.  This  amount  was  written  off 
in  Fiscal  Year  1992  as  a  one-time  extraordinary  expense.  For  Fiscal 
Year  1993  the  Service  estimates  that  the  restructuring  will  save 
$800  million  in  operating  costs  and  $1.4  billion  annually  starting 
in  Fiscal  Year  1994. 

The  Service's  estimates  of  future  savings  from  the  restructuring 
are  based  on  salary  and  fringe  benefit  costs  to  be  avoided  by  elimi- 
nating approximately  27,000  career  positions.  As  stated  previously, 
subsequent  to  the  down-sizing  the  Service  used  more  overtime  and 
more  non-career  employees  than  it  did  a  year  earlier. 

The  Postmaster  General  has  stated  that  because  of  the  Service's 
improved  financial  picture  he  will  not  request  a  general  increase  in 
postal  rates  earlier  than  December  1994.  However,  if  the  high  use 
of  overtime  and  non-career  employees  continues,  coupled  with  the 
normal  labor  cost  increases  for  wages  and  benefits,  the  Service  will 
continue  to  be  challenged  in  forestalling  future  postal  rate  in- 
creases. One  means  of  helping  to  control  labor  costs  is  the  Service's 
automation  program  which  I  will  discuss  next. 

Automation  received  a  renewed  emphasis  in  1988  as  a  result  of 
advances  in  technology  and  a  goal  by  the  then  Postmaster  General 
to  bar  code  nearly  all  letter  mail  by  the  end  of  1995.  In  our  testi- 
mony last  year  we  stated  that  for  Fiscal  Year  1991  work  hours  de- 
creased for  work  functions  most  directly  affected  by  automation, 
about  1  percent  or  a  little  more  than  half  the  planned  amount.  We 
also  stated  that  work  hour  savings  that  had  been  achieved  by  auto- 
mation were  also  being  overwhelmed  by  annual  increases  in  labor 
hour  costs.  For  example,  savings  in  1991  in  the  functions  most  di- 
rectly affected  by  automation  amounted  to  about  $138  million,  but 
those  functions  cost  $627  million  more  than  the  year  before.  In  Fis- 
cal Year  1992  the  Service  again  missed  its  work  hour  reduction 
goals  in  functions  related  to  automation,  but  there  were  some  im- 
provements over  the  previous  year. 

During  the  period  from  September  19,  1992,  through  February  5, 
1993,  total  work  hours,  not  just  those  affected  by  automation,  re- 
mained about  the  same  as  last  year,  even  though  about  27,000  po- 
sitions were  abolished.  Figure  4  shows  that  by  February  1993  the 
Service  had,  in  effect,  reduced  the  total  work  force  including  career 
and  non-career  employees  as  well  as  overtime  hours  by  only  about 
7,300  employees  compared  to  a  year  earlier  in  February  1992. 

We  continue  to  believe  that  automation  can  make  the  Postal 
Service  more  efficient  in  its  operations.  However,  its  ultimate  im- 
pact on  total  operating  costs  is  not  clear  at  this  time. 


Now,  I  would  like  to  make  a  brief  comment  about  postal  rate- 
making.  Postal  ratemaking  became  an  issue  after  the  contentious 
rate  case  of  1990.  At  last  year's  hearing,  we  discussed  our  March 
1992  postal  ratemaking  report,  which  recommended  that  Congress 
reexamine  the  nine  criteria  the  Postal  Rate  Commission  considers 
in  the  ratemaking  process  to  see  if  they  are  still  valid  in  light  of 
the  changing  marketplace  realities.  No  action  has  been  taken  as 
yet.  However,  we  understand  that  the  Service  may  propose  legisla- 
tion to  change  the  ratemaking  provisions,  which  will  give  the  Con- 
gress an  opportunity  to  reconsider  the  issues  addressed  in  our  re- 
port. 

Mr.  Chairman,  that  concludes  my  prepared  statement,  and  we 
would  be  happy  to  respond  to  any  questions  that  you  might  have. 

[The  prepared  statement  of  Mr.  Motley  follows:] 

Prepared  Statement  of  Michael  E.  Motley,  Associate  Director,  Government 
Business  Operations  Issues,  General  Government  DrvisiON,  General  Ac- 
counting Office 

GAO's  testimony  focuses  on  the  Postal  Service's  (1)  restructuring  that  largely  took 
place  from  August  to  November  of  1992,  (2)  efforts  to  automate  mail  processing,  and 
(3)  need  to  reform  ratemaking  policies  and  processes. 

Postal  Service  data  show  that  the  restructuring  eliminated  about  27,000  overhead 
positions  and  resulted  in  thousands  of  retirements,  many  of  which  were  in  non-over- 
head positions,  without  adversely  affecting  customer  service  in  the  short  term.  For 
example,  nationally,  overnight  First-Class  mail  delivery  performance  remained  sta- 
ble during  the  restructuring  period  through  December  11,  1992,  the  latest  period  for 
which  data  are  available.  Customer  satisfaction  scores  were  slightly  higher  than  in 
1991. 

The  Service  took  steps  to  minimize  adverse  effects  on  postal  employees  during  the 
restructuring.  It  offered  employees  early-out  opportunities  and  monetary  retirement 
incentives.  Assistance  was  also  available  for  placing  employees  whose  jobs  were 
abolished.  Even  so,  issues  remain  to  be  resolved;  some  employees  have  challenged 
Service  personnel  actions. 

The  Service  placed  a  high  priority  on  maintaining  service  during  the  restructuring 
period,  using  26  percent  more  overtime  and  about  35,112  (40  percent)  more  non-ca- 
reer employees  than  a  year  earlier.  In  aggregate,  work  hours  increased  by  an  equiv- 
alent of  1,115  employees  from  September  1992  to  February  1993,  compared  to  a 
year  earlier. 

Although  the  restructuring  cost  the  Service  slightly  over  a  billion  dollars,  which 
was  written  off  in  1992,  it  expects  to  save  about  $800  million  in  1993  and  $1.4  bil- 
lion annually  beginning  in  1994.  Postmaster  General  Runyon  expects  current  postal 
rates  to  remain  in  effect  for  at  least  4  years  through  December  1994.  Historically, 
rates  have  been  adjusted  upward  about  every  3  years. 

GAO  noted  that  savings  from  the  restructuring  could  be  reduced  or  offset  by  in- 
creased overtime  and  increased  use  of  non-career  employees.  While  automation  can 
help  the  Service  control  labor  cost,  the  ultimate  impact  is  not  yet  clear.  By  February 
1993,  the  total  work  force,  including  overtime  hours,  was  only  about  7,300  employ- 
ees less  than  a  year  earlier  in  February  1992. 

As  GAO  previously  reported,  reform  of  postal  rate  policies  and  processes  is  need- 
ed. Congress  needs  to  reconsider  the  criteria  used  by  the  Postal  Rate  Commission 
in  setting  rates. 

Mr.  Chairman,  Mr.  Myers,  and  Members  of  the  Committee: 

We  are  pleased  to  be  here  today  to  participate  in  the  Committee's  oversight  hear- 
ing on  the  U.S.  Postal  Service.  Our  testimony  will  focus  on  three  areas:  (1)  The  re- 
cent restructuring,  (2)  efforts  to  automate  mail  processing,  and  (3)  the  need  to  re- 
form ratemaking  policies  and  processes. 

postal  service  restructuring  and  its  impact 

Soon  after  taking  office  in  July  1992,  Postmaster  General  Runyon  announced 
plans  for  a  top-down  restructuring  of  the  Postal  Service.  This  was  part  of  a  broader 
strategy  designed  to  make  the  Service  more  competitive,  accountable,  and  credible. 
The  restructuring  was  largely  carried  out  over  a  120-day  period  between  August  and 
November  1992.  It  was  aimed  at  eliminating  30,000  overhead  positions  occupied  by 
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employees  who  were  not  directly  involved  in  the  processing  and  delivery  of  mail.  As 
the  restructuring  began,  Members  of  Congress,  mailers,  and  employee  groups  ex- 
pressed considerable  concern  about  a  possible  adverse  impact  on  mail  service,  par- 
ticularly during  the  impending  holiday  season. 

At  the  Committee's  request,  we  reviewed  the  Service's  data  pertaining  to  the  ef- 
fects of  the  restructuring  on  (1)  customer  service,  (2)  employees,  and  (3)  operating 
costs.  It  is  important  to  recognize  that  a  relatively  short  period  of  time  has  elapsed 
since  the  restructuring  and,  as  a  result,  only  limited  data  are  available  to  dem- 
onstrate its  effects  to  date. 

POSTAL  DATA  SHOW  CUSTOMER  SERVICE  REMAINED  STABLE 

Data  available  show  that  the  restructuring  has  not  adversely  affected  service  to 
customers.  Two  key  customer  service  indicators,  compiled  and  reported  each  quarter 
by  organizations  external  to  the  Service,  show  that  overall  performance,  as  reported 
in  December  1992,  was  about  the  same  as  it  was  during  a  comparable  period  of  the 
preceding  year.  However,  some  cautions  are  in  order  regarding  both  indicators.  The 
Service  does  not  yet  have  externally-generated  data  on  customer  satisfaction  and  de- 
livery performance  for  the  period  following  December  11,  1992.  In  addition,  the  data 
reflect  customer  satisfaction  and  delivery  performance  on  a  national  basis.  Data  for 
particular  geographic  areas  differ  from  each  other  and  from  the  national  picture. 
Further,  the  Service  took  several  steps  to  maintain  service  including  using  more 
overtime  and  hiring  more  non-career  employees.  In  aggregate,  the  Service  used  the 
equivalent  of  1,115  more  employees  during  the  period  from  September  11,  1992,  to 
February  5,  1993,  compared  to  a  year  earlier. 

Customer  satisfaction  data  compiled  by  Opinion  Research  Corporation  showed 
that  nationally  the  overall  satisfaction  rating  for  postal  quarters  ending  September 
18  and  December  11,  1992,  was  87  percent.  This  was  2  percent  higher  than  the 
same  2  quarters  in  1991.  (See  Fig.  1.)  The  87-percent  overall  satisfaction  rating  was 
also  reported  for  the  postal  quarter  that  ended  May  29,  1992.  Thus,  there  was  no 
drop  in  the  overall  level  of  satisfaction  as  the  Service  moved  through  the  restructur- 
ing period.  This  overall  rating  is  the  percentage  of  residential  customers  surveyed 
who  answered  "Good,"  "Very  Good,"  or  "Excellent"  to  a  question  on  the  Service's 
overall  performance  during  3  preceding  months.  The  remainder  were  customers  who 
rated  the  service  as  "Poor"  or  "Fair." 1 

Similarly,  overnight  First-Class  mail  delivery  performance  data  that  were  com- 
piled by  Price  Waterhouse  showed  that  service  remained  stable  during  the  restruc- 
turing period  through  December  11,  1992.  Nationwide,  the  percentage  of  overnight 
mail  delivered  on  time  was  82  percent  for  the  postal  quarter  ending  in  September 

1992.  This  was  1  percent  lower  than  the  same  quarter  that  ended  in  September 
1991.  For  the  next  quarter  ending  in  December  1992,  84  percent  of  the  mail  was 
delivered  on  time.  This  was  1  percent  higher  than  the  same  quarter  ending  in  De- 
cember 1991.  (See  Fig.  2.) 

Further,  data  generated  internally  by  the  Service  in  its  Origin-Destination  Infor- 
mation System  (ODIS)  showed  that  overnight  mail  processing  performance  was  gen- 
erally about  the  same  during  the  period  from  June  27,  1992,  through  February  5, 

1993,  as  it  was  in  the  prior  year's  comparable  period.  (See  Fig.  3.  Also,  during  both 
the  1991  and  1992  holiday  seasons,  overnight  mail  was  processed  within  the  Serv- 
ice's 1-day  standard  about  91  percent  of  the  time.  ODIS  covers  the  time  the  Service 
took  to  process  mail  from  the  date  of  the  postmark  to  the  date  it  was  available  to 
mail  carriers  for  delivery.  Unlike  the  previously  mentioned  external  delivery  per- 
formance indicator,  which  covers  total  collection,  processing,  and  delivery  time,  this 
indicator  does  not  measure  the  time  to  collect  mail  from  boxes  and  the  time  for  car- 
riers to  sort  and  deliver  the  mail. 

The  Service  placed  a  high  priority  on  maintaining  service  during  the  restructuring 
period — particularly  in  light  of  employee  retirements  and  the  1992  holiday  mailing 
season.  Factors  that  contributed  to  the  Service's  ability  to  maintain  service  during 
this  period  included  the  following: 

Increased  monitoring  of  mail  operations  to  optimize  the  use  of  available  mail  proc- 
essing capacity.  Service  officials  said  this  monitoring  was  aided  by  the  new  stream- 
lined management  structure  and  automated  data  systems. 

Strong  employee  response  to  processing  about  delivery  demands  of  the  holiday 
season.  Service-wide,  employees  worked  26  percent  more  overtime  between  Septem- 
ber 1992  and  February  1993  than  during  the  comparable  prior  year's  period.  In  ad- 


JWe  examined  and  validated  the  customer  satisfaction  data  collection  methodology  in  "U.S. 
Postal  Service:  Tracking  Customer  Satisfaction  in  a  Competitive  Environment,"  (GGD-93— 4, 
Nov.  12,  1992). 


dition,  about  3,000  employees,  who  were  to  retire  by  November  20,  1992,  delayed 
their  retirement  by  a  month  or  longer. 

Use  of  non-career  employees  to  replace  career  employees  who  retired  during  the 
restructuring.  In  February  1993,  the  Service  had  35,312  (40  percent)  more  non-ca- 
reer employees  than  during  February  1992. 

In  aggregate,  work  hours  increased  by  an  equivalent  of  1,115  employees  from  Sep- 
tember 19,  1992,  through  February  5,  1993,  compared  to  a  year  earlier. 

STEPS  TAKEN  TO  MINIMIZE  EMPLOYEE  IMPACT 

Our  review  of  postal  records  as  well  as  discussions  with  postal  and  union  officials 
revealed  that  the  Service  took  several  steps  designed  to  both  ensure  the  timely  re- 
duction of  the  work  force  and  minimize  the  adverse  effects  on  postal  employees. 

An  early-out  option  was  offered  to  permit  most  employees  to  retire  at  age  50  with 
at  least  20  years  of  service  or  any  age  with  at  least  25  years  of  service. 

A  monetary  incentive  was  offered  to  encourage  eligible  employees  to  retire.  This 
incentive  was  a  lump-sum  payment  equal  to  6  months  of  pay. 

The  Postmaster  General  made  a  commitment  that  there  would  be  no  layoffs  as 
a  result  of  restructuring. 

A  policy  was  established  that  provided  that  employees  taking  lower-paying,  non- 
union jobs  in  the  Service  would  retain  their  current  grade  and  pay  indefinitely. 

And,  finally,  the  Service  provided  training,  counseling,  and  job  placement  to  assist 
employees  in  finding  jobs  within  and  outside  the  Service.  This  assistance  is  avail- 
able through  a  national  career  management  firm  working  with  the  Service  under 
contract  at  13  transition  centers  located  at  headquarters  and  field  installations. 

From  August  1992  to  mid-March  1993,  27,275  overhead  positions  were  abolished. 
This  represents  about  3.7  percent  of  the  August  1992  career  work  force.  In  mid- 
March  1993,  the  Service  was  still  considering  abolishing  additional  overhead  posi- 
tions. Many  employees  in  non-overhead  positions,  such  as  clerks,  city  carriers,  post- 
masters, and  mailhandlers,  retired  from  the  Service  during  this  period.  The  Service 
extended  the  retirement  incentive  to  these  employees  as  part  of  a  plan  to  free  up 
positions  that  could  be  filled  by  (1)  employees  who  occupied  positions  that  were  abol- 
ished and  either  were  not  eligible  or  chose  not  to  retire  or  (2)  new  non-career  em- 
ployees. In  total,  about  48,000  employees  took  advantage  of  the  special  option  retire- 
ment. 

SOME  EMPLOYEE  ISSUES  REMAIN  UNRESOLVED 

In  early  March  1993,  the  Service  had  about  4,000  employees  who  had  left  over- 
head positions  and  were  yet  to  be  placed.  Many  of  these  employees  were  located  in 
the  New  York  and  Chicago  areas  where  relatively  few  non-union  job  vacancies  ex- 
isted. Service  officials  said  they  would  try  to  place  the  employees  into  jobs  within 
their  commuting  areas  before  directing  employees  to  relocate  to  other  cities.  In  some 
areas,  the  Service  is  offering  employees  union  jobs  in  accordance  with  applicable 
pay,  seniority,  and  other  provisions  of  labor  contracts. 

The  Service  is  also  faced  with  resolving  certain  employee  appeals  and  litigation 
surrounding  the  restructuring.  According  to  a  Merit  System  Protection  Board  offi- 
cial, that  agency  had  received  66  appeals  of  personnel  decisions  relating  to  the  re- 
structuring. As  of  March  23,  1993,  15  of  the  66  appeals  had  either  been  withdrawn 
or  dismissed  and  the  remaining  were  still  under  consideration. 

In  January  1993,  the  National  Association  of  Postmasters  of  the  United  States, 
which  represents  approximately  40,000  active  and  retired  postmasters,  requested  a 
court  injunction  to  prohibit  the  Service  from  filling  postmaster  positions  unless  es- 
tablished procedures  for  competitively  filling  the  positions  are  followed.  About  5,000 
postmasters  retired,  and  the  Service  filled  some  of  these  positions  with  employees 
who  had  occupied  abolished  overhead  positions.  As  of  March  15,  1993,  a  decision  on 
the  case  was  pending. 

COST  SAVINGS  ANTICIPATED 

For  fiscal  year  1992  the  Service's  cost  for  the  restructuring  as  reported  in  its  au- 
dited financial  statements  totaled  $1.01  billion.  This  amount  was  written  off  in  fis- 
cal year  1992  as  a  one-time,  extraordinary  expense.  About  $886  million  of  this  rep- 
resents retirement  incentive  payments  to  employees. 

For  fiscal  year  1993  the  Service  estimated  that  the  restructuring  will  save  $800 
million  in  operating  cost  and  $1.4  billion  annually  starting  in  fiscal  year  1994.  The 
Service's  fiscal  year  1992  annual  report  showed  a  projected  $2  billion  operating  defi- 
cit for  fiscal  year  1993.  The  Service  now  expects  that  revised  upward  projections  of 
revenue  due  to  increased  mail  volume,  coupled  with  savings  from  the  restructuring 
and  other  cost-saving  measures,  will  more  than  offset  that  forecasted  deficit. 
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Postmaster  General  Runyon  has  stated  that  because  of  the  Service's  improved  fi- 
nancial picture,  it  will  not  request  a  general  increase  in  postal  rates  earlier  than 
December  1994.  If  that  occurs,  current  rates,  which  became  effective  February  1991, 
will  have  been  in  effect  almost  4  years.  Over  the  past  20  years,  rates  have  increased 
about  every  3  years. 

The  Service's  estimates  of  future  saving  from  the  restructuring  are  based  on  sal- 
ary and  fringe  benefit  costs  to  be  avoided  by  eliminating  approximately  27,000  ca- 
reer positions.  As  stated  previously,  subsequent  to  the  downsizing,  the  Service  used 
more  overtime  and  more  non-career  employees  than  it  did  a  year  earlier.  Total  ex- 
penses have  exceeded  the  Service's  plan  by  about  $36  million  from  September  1992 
through  February  5,  1993.  If  the  high  use  of  overtime  and  non-career  employees 
continues,  coupled  with  normal  labor  cost  increases  for  wages  and  benefits,  the 
Service  will  continue  to  be  challenged  in  forestalling  future  postal  rate  increases. 
One  means  of  helping  to  control  labor  cost  is  the  Service's  automation  program, 
which  I  will  discuss  next. 

AUTOMATION  PROGRAM 

Automation  received  a  renewed  emphasis  in  1988  as  a  result  of  (1)  advances  in 
technology  that  enabled  optical  character  readers  to  apply  bar  codes  to  much  more 
of  the  mail  than  before  and  (2)  an  announcement  by  the  then  Postmaster  General 
of  a  goal  to  bar  code  nearly  all  letter  mail  by  the  end  of  1995. 

In  our  testimony  last  year,2  we  stated  that  for  fiscal  year  1991  work  hours  de- 
creased in  work  functions  most  directly  affected  by  automation.  However,  the  reduc- 
tion was  only  1  percent  from  the  previous  year  and  little  more  than  half  of  the 
planned  amount.  Because  more  than  half  of  the  work  in  the  Service  is  not  directly 
affected  by  automation,  this  reduction  did  not  have  a  perceptible  effect  on  overall 
postal  costs. 

We  also  stated  that  work  hour  savings  that  have  been  achieved  by  automation 
were  also  being  overwhelmed  by  annual  increases  in  labor  hour  costs.  For  example, 
we  estimated  that  work  hour  savings  in  1991  in  the  functions  most  directly  affected 
by  automation  amounted  to  about  $138  million.  But  the  work  in  those  functions  cost 
$627  million  more  than  the  year  before  because  of  wage  and  benefit  increases.  Addi- 
tionally, the  total  work  hours  in  the  Service  increased  in  1991  although  the  volume 
of  mail  declined. 

In  fiscal  year  1992,  the  Service  again  missed  its  work  hour  reduction  goals,  but 
there  was  some  improvement  over  the  previous  year.  Costs  have  continued  to  in- 
crease in  functions  affected  by  automation  beyond  the  savings  being  achieved 
through  work  hour  reductions.  For  example,  the  work  hour  savings  in  1992  for  func- 
tions most  directly  affected  by  automation  totaled  approximately  $410  million.  In 
fiscal  year  1992,  total  work  hours  decreased  even  though  mail  volume  increased 
slightly,  a  reversal  of  the  situation  we  reported  to  you  last  year.  Nevertheless,  the 
work  in  those  functions  affected  by  automation  cost  $583  million  more  than  the  pre- 
vious year  because  of  wage  and  benefit  increases. 

During  the  period  September  19,  1992,  through  February  5,  1993,  total  work 
hours  remained  about  the  same  as  last  year  even  though  about  27,275  positions 
were  abolished.  By  February  1993,  the  Service  had  in  effect  reduced  the  total  work 
force,  including  career  and  non-career  employees  as  well  as  overtime  hours,  by  only 
about  7,300  employees,  compared  to  a  year  earlier  in  February  1992.  (See  Fig.  4.) 
As  part  of  the  restructuring,  the  Service  did  replace  some  career  employees  retiring 
from  non-overhead  positions  with  non-career  employees.  This  will  provide  greater 
flexibility  in  adjusting  the  work  force  as  the  Service  further  implements  its  automa- 
tion program.  It  should  be  noted  that  during  the  period  of  September  19,  1992 
through  February  5,  1993,  total  mail  volume  did  increase  by  about  2  percent  over 
the  previous  year. 

We  continue  to  believe  that  automation  can  make  the  Postal  Service  more  effi- 
cient in  its  operations.  However,  its  ultimate  impact  on  total  operating  cost  is  not 
clear  at  this  time.  Our  work  on  the  impact  of  the  Service's  automation  efforts  is  con- 
tinuing. Specifically,  we  are  looking  into  the  status  and  benefits  of  the  Service's 
plans  to  expand  the  use  of  contracted  bar  coding  services  for  mail  that  cannot  be 
read  with  in-place  automated  equipment.  We  will  report  on  that  effort  early  next 
year. 


2  "Postal  Automation  and  Pricing  in  the  1990s"  (GAO/T-GGD-92-39,  May  12,  1992)  and  "Post- 
al Service:  Automation  is  Restraining  But  Not  Reducing  Costs"  (GAO/GGD-92-58,  May  12, 
1992). 
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POSTAL  RATEMAKING 

Postal  ratemaking  became  an  issue  after  the  contentious  rate  case  of  1990  which 
resulted  in  the  decision  to  increase  the  cost  of  First-Class  mail  to  29  cents  and  not 
30  cent,  with  a  correspondingly  heavier  charge  to  bulk  business  mail.  The  Institute 
of  Public  Administration  submitted  a  report  on  the  ratemaking  process  to  the  Board 
of  Governors  in  October  1991. 3  The  Institute  concluded  that  the  ratemaking  process 
had  adversely  affected  the  Service's  ability  to  serve  the  public  and  compete  in  a 
changing  competitive  environment.  The  Institute  focused  on  procedural  elements  of 
ratemaking  and  found  that  the  process  had  become  too  cumbersome,  rigid,  and  nar- 
row to  best  serve  the  financial  interests  of  the  Service. 

At  last  year's  hearing,  we  discussed  our  March  1992  report  on  postal  ratemaking 
issues  in  a  competitive  environment  and  the  need  for  Congress  to  give  the  Service 
more  flexibility  to  set  prices  competitively.4  Our  report  recommended  that  Congress 
reexamine  the  nine  criteria  the  Postal  Rate  Commission  considers  in  the  rate- 
making  process  to  determine  if  the  criteria  are  still  valid  in  light  of  changing  mar- 
ketplace realities.  No  action  has  been  taken  on  our  recommendation.  However,  we 
understand  that  the  Service  may  propose  legislation  to  change  the  ratemaking  pro- 
visions of  the  Postal  Reorganization  Act  of  1970. 

As  stated  in  our  report,  we  believe  that  demand  pricing,  which  considers  the 
"value-of-service"  to  the  sender,  should  be  given  greater  weight  in  the  criteria  used 
as  a  guide  for  allocating  overhead  costs  and  setting  postal  rates.  Further,  we  stated 
that  Congress  should  reexamine  the  question  of  whether  volume  discounts  to  large 
business  users  is  in  fact  undue  discrimination,  as  held  by  the  Postal  Rate  Commis- 
sion, given  that  this  practice  is  widely  used  by  private  carriers  in  competition  with 
the  Service. 

This  concludes  my  prepared  statement.  I  have  attached  a  list  of  our  Postal  Service 
reports  issued  since  the  Committee's  last  oversight  hearing  in  May  1992.  My  col- 
leagues and  I  would  be  pleased  to  answer  any  questions. 

GAO  Products  Issued  Since  1992,  Committee  on  Post  Office  and  Civil  Service 

Oversight  Hearings 

"Postal  Service:  Service  Impact  of  South  Dakota  Mail  Facility  Not  Fully  Recog- 
nized," GAO/GGD-93-62,  Feb.  1993. 

"Revised  Delivery  Standards:  Postal  Delivery  Scores  Improved  but  Service  is 
Slower,"  GAO/GGD-93-12,  Nov.  1992. 

"Postal  Service:  Tracking  Customer  Satisfaction  in  a  Competitive  Environment," 
GAO/GGD-93-4,  Nov.  1992. 

"Postage  Stamp  Production:  Private  Sector  Can  Be  a  Lower  Cost  Optional 
Source,"  GAO/GGD-93-18,  Oct.  1992. 

"Postal  Procurement:  Ethics  Violations  Did  Not  Invalidate  An  Automation  Con- 
tract," GAO/GGD-92-119,  Aug.  1992. 

"Postal  Procurement:  Eagle  Air  Hub  Selection  Not  in  Accordance  With  Solicita- 
tion," GAO/GGD-92-127,  Aug.  1992. 

"Postal  Service:  Decisions  to  Purchase  Two  Properties  in  Queens,  New  York," 
GAO/GGD-92-107BR,  July  1992. 


3  "The  Ratemaking  Process  for  the  U.S.  Postal  Service,"  report  of  the  Institute  of  Public  Ad- 
ministration to  the  Board  of  Governors  of  the  U.S.  Postal  Service  (New  York:  Institute  of  Public 
Administration,  October  8,  1991). 

4  "U.S.  Postal  Service:  Pricing  Postal  Services  in  a  Competitive  Environment"  (GAO/GGD-92- 
49,  Mar.  25,  1992). 
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FIGURE  1:   Customer  Satisfaction  for  Comparable 
6-Month  Periods  Ending  December  1991  and  December  1992 
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Source:    Postal  Service's  Customer  Satisfaction  Index  (CSI) 
(Opinion  Research  Corp. ) • 
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FIGURE  2:   Overnight  Delivery  Performance  for  Comparable 
6-Month  Periods  Ending  December  1991  and  December  1992 
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Postal  Service's  External  First-Class  Measurement 
System  (EXFC)  (Price  Waterhouse) . 
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FIGURE  3: Overnight  Mail  Processing  Performance  for  Comparable 

8-Month  Periods  Ending  in  February  1992  and  February  1993 
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FIGURE  4:   Comparison  of  Equivalent  Workvears  for  Comparable 
1-Month  Periods  Ending  in  February  1992  and  February  1993 


CO 

05 

>> 

o 

c 

CO 

> 

cr 
ill 


<n 

•o 

c 
CO 

CO 
O 


58745 

78617 

900^ 

Shr   ; "'  '=*f>f 

y 

)0^r^Tff^p 

89136 



800- 

124448 

700- 

742309 

679795 

600- 



500- 

400- 

300- 

200- 

100- 

0- 

/ 

W_A_ 

/ 

February  1 992 


February  1 993 


~\  Career 


~\  Noncareer 


Equivalent  overtime 


Source:    Calculated  from  Postal  Service  financial  reports. 


17 

Response  to  Written  Questions  Submitted  by  Hon.  William  L.  Clay  to 
Michael  E.  Motley 

Question  1.  How  many  employees  has  Lee  Hecht  Harrison  placed  in  new  posi- 
tions? How  many  employees  were  referred  to  Lee  Hecht  Harrison? 

Answer.  As  of  the  end  of  March,  1993,  Lee  Hecht  Harrison  assisted  347  employees 
in  finding  jobs.  Through  the  same  period,  a  total  of  881  employees  had  been  as- 
signed to  the  13  transition  centers  nationwide. 

Question  2.  Does  it  make  sense  to  pay  employees  to  retire,  to  have  the  government 
pay  retirement  annuities  for  those  employees,  and  to  then  hire  new  employees  to 
replace  those  employees  who  retired?. 

Answer.  In  the  downsizing,  most  of  the  people  who  retired  were  not  replaced,  re- 
sulting in  dollar  savings  to  the  Service  beginning  in  fiscal  year  1993.  In  addition, 
most  new-hires  were  non-career  employees  replacing  career  employees.  From  the 
Postal  Service's  perspective,  it  makes  sense  to  incur  retirement  costs  to  help  meet 
its  downsizing  goals,  particularly  in  light  of  plans  to  later  reduce  permanent  staffing 
with  increased  use  of  automation.  New  employees  are  generally  paid  less  than  those 
retiring,  which  can  help  the  Postal  Service  meet  its  short-term  goal  of  postponing 
the  next  postal  rate  increase.  In  addition,  by  hiring  non-career  replacement  employ- 
ees, the  Postal  Service  gains  flexibility  it  will  need  to  further  downsize  as  automa- 
tion increasingly  allows  further  reductions  in  the  workforce.  Although  it  is  unclear 
how  much  the  additional  costs  of  annuities  would  offset  salary  savings,  the  Postal 
Service  believes  the  net  dollar  savings  will  be  substantial. 

Response  to  Written  Questions  Submitted  by  Hon.  John  T.  Myers  to  Michael 

E.  Motley 

Question  1.  You  mention  that  service  was  not  affected  by  the  restructuring  in  the 
short  term.  Do  you  have  any  opinions  about  the  impact  in  the  long  term? 

Answer.  It  is  difficult  to  say  how  the  restructuring  will  affect  service  in  the  long 
term.  Ultimately,  the  success  of  the  restructuring  and  other  cost-cutting  measures 
will  depend  on  the  effectiveness  of  the  automation  program  and  the  ability  of  the 
Postal  Service  to  reduce  workhours,  including  overtime,  and  the  associated  wage 
and  benefit  costs. 

Question  2.  Some  employees  adversely  affected  by  the  restructuring  have  chal- 
lenged certain  personnel  actions.  What  is  the  status  of  these  challenges?  Do  you  be- 
lieve they  will  be  upheld? 

Answer.  As  of  March  23,  1993,  66  employees  had  filed  appeals  with  the  Merit  Sys- 
tems Protection  Board.  Fifteen  appeals  had  either  been  withdrawn  or  dismissed  and 
the  remaining  were  still  under  consideration.  GAO  has  no  role  in  this  process  and 
can  not  speculate  on  the  actions  of  the  Board. 

Question  3.  Do  you  have  any  idea  when  a  decision  on  the  National  Association 
of  Postmasters  court  injunction  to  prohibit  the  Postal  Service  from  filling  postmaster 
positions  will  be  rendered?  Do  you  feel  that  NAPUS  is  on  sound  legal  footing  and 
was  not  properly  consulted  according  to  the  statute? 

Answer.  The  case  is  with  the  U.S.  District  Court.  GAO  does  not  have  an  opinion 
on  it. 

Question  4.  I  understand  you  are  conducting  a  study  of  the  remote  barcoding  sys- 
tem. Can  you  give  the  Committee  a  preliminary  indication  whether  this  portion  of 
the  automation  program  is  a  cost  saving  initiative? 

Answer.  The  Postal  Service  considers  the  remote  barcoding  system  to  be  a  cost- 
saving  initiative.  GAO  is  currently  evaluating  the  video  encoding  portion  of  the  sys- 
tem, including  a  cost  analysis,  and  will  report  on  that  review  early  next  year. 

Question  5.  In  your  testimony,  you  stress  the  importance  of  postal  ratemaking  re- 
form. Do  you  believe  it  is  imperative  for  the  future  of  the  Postal  Service  that  this 
committee  move  forward  on  ratemaking  reform  by  amending  the  Postal  Reorganiza- 
tion Act  of  1970? 

Answer.  Last  year,  GAO  recommended  that  Congress  reexamine  the  nine  criteria 
the  Postal  Rate  Commission  considers  in  the  ratemaking  process  to  determine  if  the 
criteria  are  still  valid  in  light  of  changing  marketplace  realities.  No  action  has  been 
taken  on  that  recommendation.  GAO  continues  to  believe  that  the  Postal  Service 
needs  greater  flexibility  to  set  prices  competitively. 

Question  6.  This  Committee  has  learned  unofficially  that  the  Postal  Service  does 
not  believe  now  is  the  time  for  reform.  Do  you  believe  this  is  a  responsible  position? 

Answer.  As  reported  last  year,  GAO  believes,  and  the  Postal  Service  agreed  that 
change  is  needed  to  give  the  Postal  Service  more  competitive  flexibility  in  setting 
prices.  GAO  brought  this  matter  to  the  attention  of  the  Congress.  GAO  did  not 
evaluate  any  plans  the  Postal  Service  is  considering  to  reform  ratemaking. 
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Response  to  Written  Questions  Submitted  by  Hon.  Don  Young  to  Michael  E. 

Motley 

Question  1.  What  is  the  status  of  the  restructuring  of  the  U.S.  Postal  Service? 
(When  will  all  the  changes  be  in  place?) 

Answer.  The  Postal  Service  plans  to  have  the  restructuring  completed  by  the  end 
of  Spring,  1993. 

Question  2.  There  have  been  numerous  concerns  about  the  treatment  of  postal  em- 
ployees in  the  restructuring.  Do  you  believe  the  U.S.  Postal  Service  has  the  employ- 
ees in  mind? 

Answer.  Although  restructuring  can  cause  employee  uncertainty  and  disruption, 
the  Postal  Service  took  steps  to  minimize  the  impact  on  employees.  These  steps  in- 
cluded a  promise  of  no  layoffs;  early  retirements;  cash  retirement  incentives;  a 
promise  of  no  lost  pay  for  most  transferred  employees;  and  training,  counseling,  and 
job  placement  assistance  for  affected  employees. 

Question  3.  How  good  of  an  example  is  the  U.S.  Postal  Service's  restructuring 
plan,  in  regards  to  applying  it  to  other  government  agencies? 

Answer.  The  Postal  Service  is  different  in  its  mission,  authority,  size,  and  oper- 
ation from  other  federal  agencies.  Its  approach  to  restructuring  may  not  be  appro- 
priate or  even  possible  for  other  agencies  to  follow.  Even  so,  there  are,  in  GAO's 
opinion,  some  noteworthy  aspects  of  the  Service's  approach  and  the  resulting  experi- 
ence. The  restructuring  was  done  largely  on  schedule  (within  120  days),  and  it  re- 
duced the  levels  of  management  within  the  Service.  Further,  the  number  of  retirees 
(about  48,000)  exceeded  the  Service's  expectation  (40,000).  The  Postal  Service  ex- 
pects the  restructuring  will  save  $1.4  billion  annually  beginning  in  fiscal  year  1994. 
However,  there  are  some  unresolved  employee  issues.  For  example,  decisions  on  em- 
ployee appeals  have  yet  to  provide  specific  guidance  on  the  question  of  whether  re- 
duction-in-force  (RIF)  rules  should  have  been  followed. 

Response  to  Written  Questions  Submitted  by  Hon.  Thomas  C.  Ridge  to 
Michael  E.  Motley 

Question  1.  Your  written  testimony  includes  a  focus  on  the  Postal  Service's  efforts 
to  automate  mail  processing.  What  you  do  not  discuss  is  the  Postal  Service's  imple- 
mentation of  2&6  guidelines. 

Answer.  Throughout  the  country,  delivery  routes  are  being  adjusted  and  enlarged 
in  preparation  for  the  implementation  of  advanced  automated  mail  processing 
equipment  which  will  sort  mail  into  delivery  sequence  for  letter  carriers.  Manage- 
ment is  implementing  this  concept  in  anticipation  of  automation,  but  regrettably  be- 
fore the  technology  is  actually  in  place. 

Question  2.  Do  you  have  any  data  on  the  effects  of  the  implementation  of  these 
guidelines  before  the  technology  is  in  place?  What  impact  does  implementing  the 
2&6  guidelines  before  automation  have  on  letter  carriers — i.e.  the  amount  of  time 
they  are  spending  sorting  and  casing  the  mail  and  the  amount  of  time  they  are 
spending  actually  delivering  the  mail? 

And,  what  impact  does  implementing  the  2&6  guidelines  before  automation  have 
on  the  overall  quality  of  the  mail  service — i.e.  is  mail  being  delivered  either  late  in 
the  day  or  delayed  until  the  following  day? 

Answer.  GAO  has  not  evaluated  the  implementation  or  potential  effects  of  the 
route  adjustment  program  that  is  intended  to  lengthen  carrier  delivery  time  (on 
their  routes)  to  six  hours  and  shorten  carrier  sorting  time  (in  the  post  office)  to  two 
hours. 

Mr.  CLAY.  Thank  you.  Speaking  of  ratemaking,  in  his  prepared 
statement  Postal  Rate  Commission  Chairman  Haley  raises  con- 
cerns over  the  effect  of  restructuring  on  Postal  Service  data  sys- 
tems. Does  the  GAO  have  any  concerns  that  restructuring  may  af- 
fect the  amount,  quality  and  timeliness  of  Postal  Service  data? 

Mr.  Motley.  Mr.  Chairman,  as  auditors,  we  are  always  inter- 
ested in  obtaining  data  and  getting  data  in  a  timely  manner.  We 
have  noticed  since  the  time  of  the  restructuring  that  there  has 
been  a  reduction  by  the  Service  in  recurring  reports — basically  the 
frequency  that  they  have  been  provided.  That  at  times  has  pro- 
vided us  some  concern  and  has  taken  a  little  bit  more  time  for  us 
to  gather  some  data. 
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From  the  perspective  of  quality  and  ultimately  getting  data,  we 
have  not  had  any  significant  problem.  Now,  our  situation  may  be 
somewhat  different  that  what  the  PRC  is  dealing  with  at  this  time. 

Mr.  CLAY.  When  you  talk  about  48,000  jobs  being  terminated  and 
abolished,  you  also  mention  that  the  Postmaster  General  is  consid- 
ering some  other  overhead  reductions.  Do  you  know  what  he  is  con- 
sidering? 

Mr.  Motley.  Yes,  sir.  We  do  have  some  information  on  it. 

I  would  like  to  ask  Mr.  Keller  to  take  that  question,  if  he  would. 

Mr.  Keller.  The  original  goal  was  the  elimination  of  30,000  posi- 
tions. So  far  about  27,275  have  been  abolished.  They  are  planning 
to  abolish  an  additional  3,000,  primarily  maintenance  positions, 
and  some  from  the  Inspection  Service,  but  those  are  not  complete. 

Mr.  Clay.  Recently  an  Administrative  Judge  for  the  Merit  Sys- 
tems Protection  Board  ruled  that  a  postal  employee  was  demoted 
in  this  restructuring  and  that  the  Postal  Service  had  not  followed 
the  reduction-in-force  procedures.  Of  course,  this  is  not  a  final  deci- 
sion, but  if  it  is  upheld  on  appeal,  what  effect  would  this  ruling 
have  on  restructuring? 

Mr.  MOTLEY.  Mr.  Chairman,  we  understand  at  this  time  that  the 
Postal  Service  has  appealed  that  particular  ruling  to  the  Board. 
This  suggests  that  it  is  a  very  important  decision  by  that  judge  at 
this  point,  and  it  could  have  significant  implications  for  the  re- 
structuring, especially  because  there  are  a  fair  number  of  employ- 
ees that  have  not  been  placed  in  new  positions. 

It  would  be  speculative  on  my  part  to  describe  the  possible  out- 
comes at  this  point  because  there  are  numerous  unknowns.  How- 
ever, going  back  to  the  Administrative  Judge's  finding,  that  dealt 
with  an  employee  entitled  to  veterans  preferences,  and  if  upheld  on 
appeal,  then  other  postal  employees  who  had  those  similar  pref- 
erences and  were  eligible  could  also  be  in  a  situation  where  they 
could  appeal  their  case.  This  ruling,  if  upheld,  could  end  up  setting 
a  precedent  and  maybe  giving  an  upper  hand  to  people  that  would 
file  cases  similar  to  this  one. 

Mr.  Clay.  In  your  statement  you  talked  about  the  increase  in  the 
amount  of  overtime  pay  last  year  as  compared  to  the  year  before, 
I  think.  What  problems  do  you  see  for  the  Service  if  they  continue 
to  use  this  method  of  overtime  pay,  and  also  the  non-career  em- 
ployees as  substitutes  for  career  employees? 

Mr.  Motley.  Well,  Mr.  Chairman,  I  see  numerous  concerns  that 
might  come  about.  As  you  are  aware,  the  intention  of  having  this 
additional  overtime  and  these  non-career  employees  at  this  time 
was  to  primarily  take  care  of  the  heavy  workload  that  the  Postal 
Service  was  anticipating  during  the  time  many  people  were  retir- 
ing, and  also  to  take  care  of  much  of  the  work  that  was  taking 
place  during  the  holiday  season.  It  appears,  and  as  stated  in  my 
prepared  statement,  that  they  have  done  a  good  job  of  doing  that. 

We  believe  that  if  the  Postal  Service  continues  at  this  rate  of 
overtime  hours,  and  also  the  number  of  non-career  employees  that 
it  currently  has,  then  they  will  start  to  feel  the  effects  from  a  cost 
perspective  in  higher  expenses.  I  think  the  real  goal  here  is  for 
them  to  be  able  to  get  those  overtime  hours  down  over  time  as  well 
as  the  non-career  employees  to  recognize  the  kind  of  savings  that 
they  anticipated  from  the  restructuring  initially. 
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Mr.  Clay.  You  mentioned  that  starting  in  September  and  for  6 
months  the  expenses  of  the  Postal  Service  increased,  I  think  $36 
million  over  last  year,  or  what  was  planned. 

Mr.  Motley.  Yes,  sir. 

Mr.  Clay.  Does  that  indicate  that  the  savings  from  restructuring 
will  be  lower  than  what  was  anticipated? 

Mr.  Motley.  Well,  I  think  it  is  important  to  recognize,  Mr. 
Chairman,  that  the  savings  from  restructuring  in  1993  which  are 
anticipated  being  $800  million  are  primarily  coming  from  the  elimi- 
nation of  the  27,000  plus  positions,  and  those  were  real  savings  be- 
cause those  positions  will  no  longer  be  there.  The  $36  million  that 
I  referred  to  reflects  the  increased  expenses  that  the  Postal  Service 
had  in  addition  to  what  they  had  planned  for  that  time  period,  and 
most  of  that  was  attributable,  we  believe,  to  the  additional  employ- 
ees that  they  brought  on  board  and  the  overtime  hours  that  they 
had. 

While  the  expenses  are  higher,  it  is  also  true  that  the  current 
revenues  at  this  time  are  higher,  and  if  over  a  period  of  time  the 
expenses  throughout  the  year  continue  to  increase,  and  there  are 
not  commensurate  increases  in  the  revenues,  that  could  present  a 
problem  ultimately  for  the  Postal  Service  and  begin  to  erode  the 
savings  anticipated  from  the  restructuring  and  other  cost  savings 
measures  that  they  have  taken  over  the  year.  It  is  difficult  to  spec- 
ulate where  we  might  be  a  year  from  now,  but  we  will  see  how  that 
plays  out. 

Mr.  Clay.  Thank  you.  Mr.  Hastings? 

Mr.  Hastings.  Thank  you  very  much,  Mr.  Chairman.  Mr.  Mot- 
ley? 

Mr.  Motley.  Yes,  sir. 

Mr.  Hastings.  What  was  the  cost  of  overtime  during  the  Septem- 
ber through  February  time  period,  as  best  you  can  give  us  this 
morning? 

Mr.  MOTLEY.  I  think  the  cause  of  the  overtime  primarily  was  a 
concern  on  the  Postmaster  General's  part  to  ensure  that  customer 
service  did  not  erode  during  the  major  part  of  the  time  that  the  re- 
structuring was  taking  place. 

Mr.  Hastings.  How  much  less  total  compensation  do  non-career 
employees  receive  than  career  employees? 

Mr.  MOTLEY.  While  I  believe  that  is  an  excellent  question,  we 
don't  have  the  data  on  it  at  this  time,  but  I  would  be  happy  to  pro- 
vide that  for  the  record.  There  are  estimates  by  the  Postal  Service 
that  one  of  the  cost  savings  measures  is  to  have  the  non-career  in- 
dividuals replace  some  of  those  career  individuals,  but  we  don't 
have  the  information  on  it  at  this  time. 

[The  information  referred  to  follows:] 

The  current  average  hourly  rate  of  postal  pay  and  benefits  is  $20.31  for  career 
craft  employees  and  $10.52  for  non-career  craft  employees. 


Mr.  Hastings.  Let  me  strictly  for  information 

Mr.  Motley.  Yes,  sir. 

Mr.  Hastings  [continuing].  And  before  I  go  further,  let  me  com- 
pliment you  on  your  presentation  and  on  the  paperwork  that  has 
been  presented. 

Mr.  Motley.  Thank  you. 
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Mr.  Hastings.  It  sounds  to  me  as  just  a  layperson  that  the  Post- 
al Service  is  doing  like  major  American  corporations,  and  I  am  al- 
most coming  to  the  point  of  not  liking  the  word  down-sizing.  But 
it  is  my  view  that  that — can  I  say  in  an  overall  way  that  that  is 
what  is  going  on  in  a  sense? 

Mr.  MOTLEY.  Yes,  sir.  I  think  you  can,  and  I  think  they  are  rec- 
ognizing the  competitive  environment  that  they  are  in,  much  like 
many  of  the  corporations  that  you  are  referring  to  today. 

Mr.  Hastings.  Right.  Now,  then,  eliminating  27,000  career  em- 
ployees, is  that  a  goal  or  is  that  going  to  be  a  reality? 

Mr.  Motley.  The  goal  was  basically  30,000  overhead  positions, 
and  at  this  point  in  time  they  have  attained  the  goal  of  about,  a 
little  more  than  27,000. 

Mr.  Hastings.  And  they  went  out  on  attrition,  early-out,  fired, 
retired? 

Mr.  Motley.  There  were  a  whole  variety  of  scenarios  that  these 
people  went  out  under,  but  most  of  them  that  went  out  under  the 
restructuring  program  retired — if  they  were  eligible  to  retire.  They 
were  also  provided  with  an  incentive  which  was  the  6-month  addi- 
tional pay  incentive,  and  there  were  some  early-out  options  also 
available  for  some  of  those  people. 

Mr.  HASTINGS.  Well,  the  eligibility  for  retirement  is  what  puzzles 
a  non-economist,  and  that  is  when  you  are  20  years  in  you  can  re- 
tire under  the  Special  Plan,  when  you  are  25  years  in  you  can  re- 
tire. I  am  curious  as  to  the  economic  sense  that  it  makes  to  encour- 
age a  person  45  years  old  who  may  have  worked  25  years  to  retire 
and  then  pay  her  annuities  for  a  substantial  period  of  time.  Does 
that  cost  out  favorably  to  the  Postal  Service  is  what  I  am  getting 
at? 

Mr.  Motley.  Mr.  Hastings,  I  really  don't  know  the  direct  answer 
to  that,  but  we  would  be  happy  to  research  some  of  that  for  you 
and  provide  it  for  the  record. 

[The  information  referred  to  follows:] 

From  the  Postal  Service's  perspective,  it  makes  economic  sense  to  incur  retire- 
ment costs  to  help  meet  its  downsizing  goals,  particularly  in  light  of  plans  for  per- 
manent staffing  reductions  made  possible  by  the  increased  use  of  automation.  New 
employees  are  generally  paid  less  than  those  retiring,  which  can  help  the  Postal 
Service  meet  its  short-term  goal  of  stabilizing  postal  rates.  In  addition,  by  hiring 
non-career  replacement  employees,  the  Postal  Service  gains  increased  flexibility  to 
further  downsize  as  automation  increasingly  allows  for  reductions  in  the  workforce. 

Mr.  Hastings.  Please. 

Mr.  Motley.  Yes,  sir. 

Mr.  Hastings.  All  right.  One  other  question  along  the  lines  of 
costs  and  then  I  am  through  in  this  round,  Mr.  Chairman. 

Your  statement  was  that  automation's  impact  on  costs  are  not 
clear  at  this  time.  My  question  to  you  is  do  you  have  a  reasonable 
estimate  at  this  time  as  to  the  impact  of  automation  on  costs? 

Mr.  Motley.  I  do  not  have  a  reasonable  estimate  of  the  impact. 
The  Postal  Service  has  made  some  estimates  over  a  period  of  time. 
Maybe  my  colleagues  have  some  numbers  on  that  as  far  as  the  re- 
duction of  hours  or  work-years  that  it  would  reduce  over  a  period 
of  time.  But  that  extends  out  through  1996. 

Mr.  Hastings.  Well,  as  you  can  see,  I  am  obviously  a  new  mem- 
ber because  I  am  already  asking  questions  that  I  am  going  to  have 
to  get  the  answer  to  later  on. 
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Mr.  Motley.  Well,  I  think  the  automation  area  is  a  tremen- 
dously important  one. 

Mr.  Hastings.  But,  please,  I  am  interested  in  the  areas  that  I 
ask.  And,  with  the  chair's  permission,  that  is  my  remarks  at  this 
time,  Mr.  Chairman. 

Mr.  Motley.  Yes,  sir. 

Mr.  Clay.  Mr.  Young? 

Mr.  YOUNG.  Thank  you,  Mr.  Chairman.  I  want  to  congratulate 
yourself  for  having  this  hearing.  I  think  it  is  crucially  important 
the  role  of  the  Post  Office  and  the  information  that  GAO  has  pro- 
vided to  us,  and  hopefully  some  new  information,  means  a  great 
deal  to  me.  We  have  the  uniqueness  of  a  distance  factor  in  our 
State.  One  of  our  major  concerns  with  the  reorganization  is  will  the 
Service  in  fact  decrease.  If  it  does  so,  then  that  deeply  affects  ev- 
erybody. More  so  even  in  areas  that  have  UPS  and  Federal  Express 
and  immediate  private  providers  for  carrying  the  mail. 

There  was  a  great  deal  of  anguish  at — you  know,  we  had  our  re- 
gion up  there,  and  I  am  speaking  to  the  wrong  person,  Mr.  Chair- 
man, but  we  had  our  own  region  director.  Now  we  go  all  the  way 
to  Denver  to  solve  some  problems,  and  that  never  has  made  sense 
to  me.  Over  the  last  20  years  we  have  actually  decreased  the  work 
force  of  the  Post  Office  instead  of  increasing  it,  and  yet  they  did 
the  job.  And  now  it  seems  to  me  that  there  is  a  possibility  that  the 
direction  will  be  lost  by  having  it  go  to  Denver  and  we  won't  have 
the  immediate  hands  on.  So  I  am  interested  in  your  report. 

I  also  at  this  time  would  like  to  thank  Mr.  Haley,  the  Chairman 
of  the  Postal  Rate  Commission,  and  his  Commissioners.  One  of  the 
reasons  is  I  do  hope  that  they  will  look  at  the  uniqueness  of  the 
Post  Office.  And  Mr.  Schley,  who  is  a  new  member  of  that  Commis- 
sion, has  worked  with  me  many,  many  years — with  Senator  Ste- 
vens and  myself. 

Mr.  Chairman,  I  would  suggest  one  thing  that  concerns  me  the 
most.  We  have  had  hearings  now  every  year  and,  in  all  due  respect 
for  the  Postal  Commission — not  the  Rate  Commission,  but  the 
Postmaster  himself,  we  have  these  hearings  and  not  a  great  deal 
happens.  And  I  say  that  not  in  disrespect  of  this  committee,  it  is 
just  that  we  don't  have  the  hammer  I  think  we  should  have. 

Mr.  Clay.  You  make  some  recommendations  and  we  will  get  that 
hammer. 

Mr.  YOUNG.  Well,  we  have  made  some  recommendations.  We  put 
it  back  underneath  the  Congress. 

Mr.  Clay.  You  mean  employment  or  what? 

Mr.  Young.  The  whole  operation. 

Mr.  Clay.  You  want  to  name  the  postmasters? 

Mr.  Young.  You  bet.  I  thought  it  was  the  greatest  system  in  the 
world  when  it  was  in  existence. 

But  I  am  just  saying,  I  have  people  come  to  me  and  complain 
about  the 

Mr.  Clay.  Even  with  a  Democrat  in  the  White  House,  you  want 
to  do  that? 

Mr.  YOUNG.  Mr.  Chairman,  you  have  to  know  one  thing.  I  work 
with  both  sides  of  the  aisles  and  I  work  with  Democrat  Presidents 
and  Republican  Presidents.  I  prefer  the  Republicans,  if  you  really 
want  to  be  personal. 
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Mr.  Clay.  Yes. 

Mr.  Young.  But  in  my  State  I  am  sure  we  would  have  no  prob- 
lem. But  I  really  get  very  concerned,  and  I  have  people  complain 
to  me,  Why  can't  you  do  something?  And  I  am  going  to  suggest  that 
we  have  to  review  this  as  a  committee  and  as  staff  members  to 
show  the  constituency,  in  fact,  this  reorganization. 

Now,  no  one  can  like  this  reorganization.  I  know  the  workers 
don't  like  it.  I  am  confident  it  is  not  going  to  be  the  Service  we  had 
before,  and  we  are  going  to  set  here  and  let  it  happen.  I  am  not 
real  happy  with  that. 

Thank  you,  Mr.  Chairman. 

Mr.  Clay.  Well,  I  would  support  your  reform  effort,  I  guess.  But 
I  just  want  to  let  you  know  that  the  system  is  like  it  is  now  be- 
cause it  was  a  demand  for  reform,  and  that  is  what  the  Postal  Re- 
organization Act  was  all  about. 

Mr.  Young.  All  due  respects,  just  because  there  is  the  demand 
doesn't  always  make  it  right.  I  remember  the  1974  reorganization 
with  the  Congress,  and  we  have  had  troubles  ever  since  that  hap- 
pened. 

Mr.  Clay.  Well.  Let's  talk  about  it,  Mr.  Young.  I  don't  know  if 
I  want  to  be  naming  postmasters.  There  are  700  of  them  in  my 
area.  But  there  are  about  200,000  employees  who  all  think  they 
ought  to  be  postmasters. 

Mr.  Bishop? 

Mr.  Bishop.  Thank  you  very  much,  Mr.  Chairman.  Let  me  com- 
mend the  panel  for  a  very  informative  presentation.  I  would  like 
to  ask  a  couple  of  pointed  questions. 

Could  you,  either  of  you,  be  kind  enough  to  share  and  tell  me 
how  much  the  government  is  paying  in  annuities  for  the  47,000 
employees  who  have  already  retired?  Also,  how  much  it  cost  the 
Postal  Service  to  have  the  work  hours  increased  an  equivalent  of 
1,115  employees  rather  than  decreased  by  the  equivalent  of  47,000 
employees?  And  I  will  have  a  follow-up  question  after  you  entertain 
that  one,  please. 

Mr.  Motley.  I  am  sorry,  Mr.  Bishop,  but  we  don't  have  the  an- 
swer to  that  information  at  the  time,  but  we  would  be  happy  to 
provide  it  for  the  record. 

The  Postal  Service  has  not  computed  the  cost  of  annuities  for  the  48,000  employ- 
ees who  retired  under  the  special  opton  retirement.  A  Postal  official  said  the  cost 
can  not  be  estimated  because  the  amount  of  annuity  varies  widely  among  employees 
based  on  salary,  years  of  service,  and  creditable  sick  leave. 

The  annual  cost  of  the  1,115  equivalent  employees  is  approximately  $44,700,000. 

Mr.  Bishop.  Failing  to  get  that  information,  could  you  provide  us 
with  information  on  how  much  it  has  cost  the  Postal  Service  to 
transfer  employees  and  their  families  to  new  locations  during  the 
restructuring? 

Mr.  Motley.  While  that  is  not  totally  complete,  Mr.  Bishop,  at 
this  time,  the  Postal  Service  has  provided  an  estimate  of  about  $36 
million.  All  the  transfers  haven't  taken  place  yet,  but  that  is  the 
estimate. 

Mr.  Bishop.  So  it  has  cost  about  $36  million. 

Mr.  Motley.  Yes,  sir. 

Mr.  Bishop.  What  has  the  savings  been? 

Mr.  Motley.  The  savings  as  associated  with  those  transfers? 
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Mr.  Bishop.  Yes,  with  the  restructuring. 

Mr.  MOTLEY.  Well,  with  restructuring  in  total,  they  anticipate 
that  savings  in  Fiscal  Year  1993  will  be  about  $800  million.  Most 
of  that  is  associated  with  the  elimination  of  the  27,000  overhead 
positions.  Subsequent  to  that  in  1994  and  following  years  they  are 
anticipating  $1.4  billion  in  savings. 

Mr.  Bishop.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Clay,  Mr.  Ridge? 

Mr.  RlDGE.  I  apologize  for  coming  in  late,  Mr.  Chairman.  I  ask 
unanimous  consent  to  submit  any  questions  in  writing. 

Mr.  Clay.  Without  objection,  so  ordered. 

Miss.  Collins? 

Miss  Collins.  Thank  you,  Mr.  Chairman.  I  also  apologize  for 
being  late,  and  ask  unanimous  consent  to  submit  my  opening  state- 
ment for  the  record. 

Mr.  Clay.  Without  objection,  so  ordered. 

Miss  Collins.  Thank  you.  Mr.  Motley? 

Mr.  Motley.  Yes,  ma'am. 

Miss  Collins.  I  have  a  few  questions  based  on  your  prepared 
statement. 

Mr.  Motley.  Yes,  ma'am. 

Miss  COLLINS.  First  of  all,  with  the  restructuring  or  elimination 
of  thousands  of  positions  and  forced  retirements,  you  said  all  of 
that  was  accomplished  without  adversely  affecting  the  customer 
service  in  the  short  term? 

Mr.  Motley.  Yes,  ma'am. 

Miss  COLLINS.  What  assurances  do  we  have  that  long-term  cus- 
tomer service  will  not  be  adversely  affected? 

Mr.  Motley.  I  think  that  the  major  assurance  that  you  have  is 
the  concentration  and  the  efforts  that  the  Postal  Service  is  putting 
on  the  service  to  the  customer  at  this  point  in  time.  They  are  very 
much  concerned  with  it.  They  have  instituted  several  new  tracking 
mechanisms  to  ensure  that  the  service  the  people  are  receiving  is 
good. 

The  indications  we  have  to  date,  and  I  believe  you  have  hit  it 
right  on  the  head,  is  that  over  the  long  period  we  really  have  to 
watch  what  happens  to  not  only  see  that  savings  are  going  to  ac- 
crue to  the  Postal  Service  as  a  result  of  this  restructuring,  but  that 
service  doesn't  degrade  any  significant  amount. 

Miss  COLLINS.  Can  you  tell  me  how  many  positions  were  elimi- 
nated and  how  many  employees  were  forced  to  retire? 

Mr.  Motley.  Well,  I  think  it  is  important  to  clarify  here  that  we 
are  not  talking  about  forced  retirements.  We  are  talking  about  peo- 
ple that  have  voluntarily  retired  based  on  things  that  were  offered 
to  them,  many  of  which  were  early  out  options  and  also  incentives 
of  6  months  of  their  pay.  A  total  of  27,000  overhead  positions  were 
eliminated,  but  totally,  the  people  that  took  advantage  of  the  re- 
tirement was  about  48,000. 

Miss  Collins.  So  the  others  were  just  eliminated? 

Mr.  Motley.  Right. 

Miss  Collins.  Can  you  explain  the  difference  between  restruc- 
turing and  reorganization? 

Mr.  Motley.  Well,  I  think  in  many  ways  they  go  hand  in  hand, 
but  if  we  were  to  talk  about  specifically  restructuring,  I  think  one 
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of  the  objectives  that  the  Postmaster  General  had  was  to  try  and 
restructure  his  management  team.  And  in  doing  that,  we  under- 
stand that,  for  a  decision  to  be  made  at  the  management  level  they 
had  to  go  through  five  different  levels  of  management.  One  of  Mr. 
Runyon's  objectives  was  to  streamline  that  management  structure 
to  ensure  that  decisions  could  be  made  quicker  and  that  fewer  peo- 
ple would  be  involved  in  processing  it  through  the  system. 

We  understand  it  has  gone  from  processing  it  through  from  five 
levels  down  to  three  levels. 

Miss  Collins.  That  is  what  I  was  going  to  ask  you,  how  many 
levels.  And  finally,  you  mentioned  in  your  prepared  statement  that 
customer  satisfaction  rating  of  87  percent  include  those  customers 
who  said  the  service  was  just  good,  and  those  customers  are 
lumped  in  with  those  people  who  said  services  were  very  good  and 
excellent. 

How  many  customers  do  you  think  said  the  services  were  excel- 
lent? 

Mr.  Motley.  Miss  Collins,  I  believe  we  have  that  data  here.  I 
will  ask  Mr.  Keller  to  address  that,  if  he  has  it  available. 

Mr.  Keller.  Quarter  one,  which  ended  December  11,  1992, 
showed  the  excellent  score  was  17  percent. 

Miss  Collins.  Seventeen  percent? 

Mr.  Keller.  Yes. 

Miss  Collins.  And  Very  Good  was? 

Mr.  Keller.  Very  Good  was  38  percent. 

Miss  Collins.  Thirty-eight  percent.  Also,  you  said  that  customer 
service  data  for  particular  geographic  areas  differed  from  each 
other  and  from  the  national  picture.  Can  you  give  me  an  example 
of  what  you  mean  by  that? 

Mr.  Motley.  Yes,  ma'am,  I  can.  We  do  have  some  information, 
and  I  will  ask  Mr.  Campbell  to  address  that. 

Mr.  Campbell.  Let  me  give  you  just  one  example,  the  case  of 
Providence,  Rhode  Island. 

Miss  Collins.  Can  you  give  me  Michigan,  by  any  chance? 

Mr.  Campbell.  We  don't  have  Michigan  with  us. 

Mr.  Motley.  We  would  be  happy  to  provide  that  for  the  record. 

[The  information  referred  to  follows:] 

Customer  Satisfaction  Index  scores  are  not  compiled  by  individual  states.  They 
are  compiled  for  Metropolitan  Areas  within  states.  There  are  four  Metropolitan 
Areas  in  the  state  of  Michigan  and  their  scores  for  the  first  quarter  of  fiscal  year 
1993,  covering  the  period  September  19,  1992  through  December  11,  1992,  are  as 
follows:  (1)  Detroit— 84,  (2)  Grand  Rapids— 92,  (3)  Lansing— 89,  and  (4)  Royal  Oak— 
87. 

Mr.  Campbell.  We  certainly  can  get  it  and  provide  it.  But,  in  the 
case  of  Providence  the  rating  was  up  to,  I  believe  it  was  91  percent, 
whereas  the  overall  average  was  87  percent.  So  it  is  quite  a  bit 
higher. 

Chicago,  in  contrast,  was  66  percent.  So  there  is  quite  a  variation 
among  the  various  localities. 

Miss  Collins.  Well,  why  don't  you  do  me  a  little  favor  and  find 
the  differences  for  Michigan  and  send  that  to  me? 

Mr.  MOTLEY.  We  certainly  will. 

Miss  Collins.  Would  you  do  that?  Mr.  Chairman,  just  one  more 
minute. 
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There  was  a  horrible  letter  to  Ann  Landers — just  to  bring  a  little 
levity  to  the  situation — about  the  terrible  service  of  the  Post  Office, 
and  I  was  ready  to  fire  off  a  rebuttal  to  her.  And  then  I  decided 
I  would  wait  for  the  oversight  hearings  so  that  my  rebuttal  would 
be  based  on  fact,  and  I  would  like  more  facts  before  I  write  her  a 
letter,  which  probably  won't  be  published.  But,  you  know,  uphold- 
ing the  great  work  that  our  postal  employees  perform  in  this  coun- 
try, and  so  I  would  like  to  get  those  figures  from  you  for  the  dif- 
ferences. 

Rhode  Island  could  not  possibly  be  considered  the  norm  for  the 
country,  so  I  would  much  rather  have  New  York,  and  Detroit,  and 
Chicago,  and  St.  Louis. 

Mr.  Motley.  We  would  be  happy  to  provide  that  information  to 
you. 

Miss  Collins.  Thank  you  very  much. 

[The  information  referred  to  follows:] 

The  nationwide  customer  Satisfaction  Index  for  the  first  quarter  of  fiscal  year 
1993,  covering  the  period  September  19,  1992  through  December  11,  1992,  showed 
that  87  percent  of  respondents  rated  their  overall  satisfaction  with  the  Postal  Serv- 
ice as  good,  very  good,  or  excellent.  The  scores  varied  among  the  metropolitan  areas 
surveyed.  For  example,  New  York  scored  74,  Detroit  scored  84,  Chicago  scored  66, 
and  St.  Louis  scored  86. 

Thank  you,  Mr.  Chairman. 

Mr.  Clay.  Thank  you. 

Mr.  Sawyer. 

Mr.  Sawyer.  Thank  you,  Mr.  Chairman. 

I  ask  unanimous  consent  to  have  my  opening  statement  included 
as  part  of  the  record. 

Mr.  Clay.  Without  objection,  it  is  so  ordered. 

Mr.  Sawyer.  This  whole  process  of  moving  people  around  and  as- 
suring that  they  have  a  place  to  go  is  really  a  difficult  undertaking. 
How  many  folks  have  yet  to  be  placed? 

Mr.  Motley.  There  are  approximately,  based  on  the  information 
that  we  have,  about  4,000  employees  that  are  still  to  be  placed  in 
new  job  positions. 

Mr.  Sawyer.  Do  you  have  any  indication  of  when  the  Postal 
Service  plans  to  complete  this  process,  and  does  it  seem  like  a  rea- 
sonable time  frame? 

Mr.  Motley.  They  are  currently  in  the  process  of  doing  this,  and 
we  understand  that  within  the  next  couple  of  months  they  hope  to 
have  this  finalized. 

Mr.  Sawyer.  Are  there  any  particular  incentives  being  offered  to 
those  employees  who  are  facing  placement  of  that  kind? 

Mr.  Motley.  Why  don't  I  have  Mr.  Campbell  address  that. 

Mr.  Campbell.  As  we  were  told  by  the  people  responsible  for 
making  the  placements  of  these  employees,  they  will  be  offered  a 
lump  sum  payment  of  up  to  $20,000  as  part  of  the  transition  to 
new  jobs  within  the  Postal  Service — up  to  $20,000. 

Mr.  Sawyer.  But  that  is  on  a  sliding  scale? 

Mr.  Campbell.  Yes,  it  is. 

Mr.  Sawyer.  The  Postmaster  General  has  said  with  some  clarity 
that  there  would  be  no  layoffs  as  a  result  reorganization.  Do  you 
believe  he  will  be  able  to  sustain  this  policy  from  beginning  to  end? 
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Mr.  Motley.  Well,  I  would  say  that  he  has  done  pretty  good  so 
far  in  keeping  that  kind  of  a  promise,  and  I  guess  that  remains  to 
be  seen  as  we  go  through  the  final  phase  of  this  restructuring. 

Mr.  Sawyer.  One  other  question.  With  all  of  the  automation  that 
is  going  on,  are  postal  employees  receiving  adequate  training  for 
the  kind  of  work  they  are  being  asked  to  do,  and  are  there  other 
areas  that  are  ripe  for  automation  that  have  been  overlooked  or 
that  might  profitably  be  pursued  at  this  point? 

Mr.  Campbell.  I'm  not  sure  we  have  a  direct  and  specific  answer 
to  either  of  those  two  questions.  We  do  know  that  the  Postal  Serv- 
ice is  revamping  its  entire  training  program,  and  a  lot  of  the  em- 
phasis now  will  be  on  teamwork  within  the  Service. 

In  terms  of  your  second  question,  we  have  not  looked  at  any  fur- 
ther potential  for  automation.  We  do  have,  I  might  add,  a  review 
currently  under  way  of  the  entire  automation  program.  We  will  be 
reporting  out  on  that  early  next  year. 

Mr.  SAWYER.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

Mr.  Clay.  Thank  you. 

Mr.  McCloskey. 

Mr.  McCloskey.  Thank  you,  Mr.  Chairman. 

I  notice  in  your  prepared  statement  you  have  somewhat  of  a  ten- 
tative analysis  given  the  relatively  recent  implementation  of  the  re- 
form program.  But  do  you  have  any  feeling  from  actual  work  in  the 
field?  Maybe  this  is  not  a  GAO  type  question,  it  is  somewhat  sub- 
jective. Is  it  working?  Is  the  service  really  operating?  Quite  frankly, 
I  am  hearing  quite  a  bit  of  hysteria  and  trauma  from  postmasters. 

Mr.  Motley.  We  currently  have  a  fair  amount  of  work,  as  you 
indicated,  ongoing  in  the  field,  and  we  are  in  the  process  of  trying 
to  get  a  better  feel  from  those  people  at  this  point  in  time.  I  don't 
know  if  Mr.  Campbell  has  gotten  any  specific  feedback  on  some  of 
those  things. 

Mr.  Campbell.  We  have  spoken  over  the  past  several  weeks — in 
fact,  several  months — with  a  number  of  managers,  postal  man- 
agers, and  other  postal  officials  in  the  field,  as  well  as  union  rep- 
resentatives, and  our  sense  is  that  there  is  what  we  would  term, 
I  guess,  some  cautious  optimism  about  the  whole  thing.  I  think 
they  are  optimistic  about  the  change  and  how  it  will  affect  the  lay- 
ers of  management  and  so  on,  but  they  are  also  cautious  about 
what  may  happen  in  the  future. 

Mr.  McCloskey.  I  understand  that. 

You  also  say  the  work-hour  reduction  goals  were  not  achieved; 
there  was  a  significant  shortfall  in  that  area.  Could  you  state  what 
that  was  and  how  big  a  shortfall? 

Mr.  Motley.  With  regard  to  automation? 

Mr.  McCloskey.  Yes. 

Mr.  MOTLEY.  With  regard  to  automation,  last  year  the  work-hour 
goals  met  about  half  of  what  was  intended.  They  were  at  the  1  per- 
cent level;  the  goal  was  2  percent  then.  The  goal  this  year  was  4 
percent,  and  they  hit  close  to  that  goal  with  2.9  percent,  so  they 
did  do  somewhat  better. 

I  might  add  that  the  problem  that  exists  there  is  that  wage  and 
benefit  costs  continue  to  go  up,  which  outweigh  some  of  the  bene- 
fits that  they  have  obtained  from  automation  to  date. 
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Mr.  McCloskey.  Is  that  balance  ever  likely  to  be  reversed? 

Mr.  MOTLEY.  I'm  not  sure  that  that  balance  would  be  likely  to 
reverse,  but  we  do  see — well,  it  possibly  might  be  because  of  the 
potential  that  might  be  there.  We  see  the  11-digit  bar  code  could 
have  a  significant  impact  on  delivery  routes,  could  have  an  impact 
on  the  size  of  facilities  that  are  used  ultimately,  could  have  an  im- 
pact on  the  number  of  carriers  and  clerks  that  are  needed,  and 
could  end  up  having  your  postal  carriers  on  their  routes  earlier  and 
quicker  for  longer  periods  of  time. 

Mr.  McCloskey.  Thank  you,  Mr.  Motley. 

Thank  you,  Mr.  Chairman. 

Mr.  Clay.  Thank  you,  and  we  certainly  thank  you  for  your  testi- 
mony. 

Mr.  Motley.  Thank  you,  Mr.  Chairman. 

Mr.  Clay.  Congressman  Don  Young  has  submitted  some  ques- 
tions that  he  is  requesting  you  respond  to  in  writing,  so  we  will 
give  you  those  questions. 

Mr.  Motley.  We  will  be  happy  to  do  that,  Mr.  Chairman. 

Mr.  Clay.  Yes,  Miss  Collins. 

Miss  Collins.  May  I  ask  a  few  more  questions? 

Mr.  Clay.  Yes.  Do  you  want  to  submit  them  in  writing? 

Miss  Collins.  I  have  some  to  submit  in  writing  later,  and  I  have 
a  few  I  want  to  ask  now. 

Mr.  Clay.  Go  ahead.  We  recognize  you  for  that  purpose. 

Miss  Collins.  Thank  you. 

Mr.  Motley,  can  you  provide  us  with  a  breakdown  of  the  48,000 
jobs  that  were  eliminated? 

Mr.  Motley.  The  number 

Miss  Collins.  Why  don't  you  give  it  to  me  in  writing,  because 
I  want  it  by  State  and  the  type  of  job,  the  pay — that  kind  of 
thing — the  48,000  jobs  that  were  eliminated. 

Mr.  Motley.  There  were  27,000  that  were  eliminated,  and  then 
the  rest 

Miss  Collins.  Well,  plus  the  retirements. 

Mr.  Motley.  Okay,  very  good. 

[The  information  referred  to  follows:] 

As  of  March  15,  1993,  27,275  overhead  positions  were  eliminated.  This  figure  rep- 
resents the  difference  between  the  authorized  complement  before  restructuring  and 
the  authorized  complement  after  restructuring.  Rather  than  downsize  by  identifying 
overhead  jobs  no  longer  needed,  the  Postal  Service  created  a  new,  leaner  structure 
with  new  positions.  The  Service  has  placed  many  employees  into  positions  in  the 
new  structure;  more  placements  are  being  made  as  the  process  of  staffing  the  new 
structure  continues.  Because  the  changes  in  the  Postal  Service  resulted  in  a  com- 
bination of  downsizing  linked  with  organizational  restructuring,  there  is  not  a  one- 
for-one  comparison  of  positions  for  the  old  and  new  structures.  For  example,  in  the 
field  the  Service  eliminated  170  management  sectional  centers,  73  divisions,  and  5 
regional  offices,  including  all  positions  associated  with  each.  In  their  place,  the  Serv- 
ice established  85  service  districts,  10  area  offices  for  customer  service  and  10  area 
offices  for  processing  and  distribution. 

However,  based  on  information  that  is  available,  the  48,000  retirements  included 
overhead  and  non-overhead  employees  in  numerous  positions  and  at  locations 
throughout  the  Postal  Service.  Only  rural  carriers,  processing  equipment  mainte- 
nance employees,  postal  police  officers,  postal  inspectors,  and  security  supervisors 
were  not  eligible  for  the  special  option  retirement.  About  34,000  of  the  retirees  were 
bargaining  unit  employees;  the  remaining  14,000  were  nonbargaining.  Most  of  the 
retirees  were  city  carriers  (12,000),  followed  by  customer  service  clerks  (9,000)  and 
mail  processing  clerks  (6,000).  About  5,000  postmasters  took  the  special  option  re- 
tirement. The  remaining  retirees  came  from  dozens  of  other  government  categories. 
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Employees  in  both  overhead  and  non-overhead  positions  were  eligible  for  the  spe- 
cial option  retirement  and  retirements  were  voluntary.  Many  retiring  employees 
were  not  in  positions  that  were  to  be  eliminated  and  many  were,  therefore,  re- 
placed— often  by  either  non-career  employees  or  by  employees  vacating  eliminated 
overhead  jobs. 

Miss  Collins.  I  would  like  to  know  which  levels  were  really  af- 
fected. 

And  was  a  desk  audit  or  some  kind  of  audit  performed  to  deter- 
mine how  the  job  elimination  would  affect  service? 

Mr.  Motley.  I  don't  really  know,  but  we  can  check. 

Mr.  Campbell.  We  would  need  to  find  out  exactly  how 

Miss  COLLINS.  Do  you  think  they  could  eliminate  the  jobs  first 
and  hope  that  the  polls  would  show  that  service  was  okay? 

Mr.  Motley.  Well,  I  know  that  Mr.  Runyon,  in  selecting  his  top 
management  team,  based  on  what  we  have  been  told  and  the  infor- 
mation we  have  seen  to  date — they  did  get  a  team  together  to 
evaluate  where  those  kinds  of  eliminations  should  take  place,  and 
I  don't  know  the  process  that  they  went  through. 

Miss  COLLINS.  Can  you  tell  me,  when  you  answer  me,  what  proc- 
ess they  went  through?  Was  an  audit  made,  or  was  it  intuition, 
or 

Mr.  Motley.  We  can  certainly  check  into  that  and  provide  it  to 
you. 

[The  information  referred  to  follows:] 

Before  the  restructuring,  the  Postal  Service  did  not  estimate  the  anticipated  im- 
pact of  restructuring  on  customer  service.  However,  officials  were  aware  they  were 
entering  a  high  volume  mail  season  and  that  there  was  concern  by  customers  and 
Congress  about  the  Service's  ability  to  maintain  service  with  such  staff  reductions. 
As  a  result,  they  took  a  number  of  steps  to  maintain  service  during  the  restructur- 
ing period.  For  example,  only  overhead  positions  were  targeted  for  elimination — 
those  jobs  occupied  by  employees  who  were  not  directly  involved  in  the  processing 
and  delivery  of  the  mail.  In  addition,  the  Service  increased  monitoring  of  mail  oper- 
ations, used  more  overtime,  and  hired  more  non-career  employees. 

Miss  Collins.  Okay.  And,  Mr.  Chairman,  I  have  some  more 
questions  in  writing. 

Mr.  Clay.  Thank  you. 

Miss  COLLINS.  Thank  you  very  much. 

Mr.  Clay.  Thank  you  for  your  testimony. 

Mr.  Motley.  Thank  you,  Mr.  Chairman. 

Mr.  CLAY.  The  next  panel  will  consist  of  commissioners  of  the 
Postal  Rate  Commission,  headed  by  George  Haley. 

Mr.  Chairman  and  members  of  the  Commission,  welcome  to  the 
committee.  Without  objection,  your  entire  statements  will  be  en- 
tered into  the  record  at  this  point,  and  you  may  proceed  as  you  so 
desire. 

STATEMENT  OF  HON.  GEORGE  W.  HALEY,  CHAIRMAN,  U.S. 
POSTAL  RATE  COMMISSION,  ACCOMPANIED  BY  HON.  JOHN 
W.  CRUTCHER,  COMMISSIONER;  HON.  W.H.  "TREY"  LeBLANC 
III,  COMMISSIONER;  HON.  H.  EDWARD  QUICK,  JR.,  COMMIS- 
SIONER; AND  HON.  WAYNE  A.  SCHLEY,  COMMISSIONER 

Mr.  Haley.  Thank  you,  Mr.  Chairman.  It  is  an  honor  to  be  here. 

I  am  joined  today  by  my  fellow  Commissioners:  John  W.  Cru tell- 
er; W.H.  "Trey"  LeBlanc  III;  H.  Edward  Quick,  Jr.;  and  the  most 
recent  addition  to  our  Commission,  Wayne  A.  Schley,  on  the  end. 
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I  have  submitted  my  full  statement  for  incorporation  into  the 
record.  It  discusses  the  work  the  Commission  has  been  doing  since 
we  last  participated  in  oversight  hearings,  and  we  will  be  happy  to 
answer  any  questions  you  or  members  of  the  committee  may  have. 

Commissioner  Crutcher  has  a  separate  statement  to  present. 

The  Commission  has  been  quite  busy  in  the  past  year,  and  there 
is  every  reason  to  expect  that  our  workload  will  increase  rather 
than  decrease  in  the  upcoming  12  months.  We  are  now  considering 
two  recent  Postal  Service  requests:  one,  to  alter  the  eligibility  for 
automation  discounts  by  requiring  11-digit  bar  coding,  and  the 
other  to  establish  an  entirely  new  class  of  mail  for  bulk  automa- 
tion-compatible small  parcels. 

The  Commission  also  has  established  dockets  for  developing  in- 
formation on  issues  not  raised  initially  by  the  Postal  Service. 

Late  last  session,  three  representatives,  including  former  Con- 
gressman Hayes  of  this  committee,  asked  the  Commission  to  con- 
duct an  inquiry  into  the  feasibility  of  incentives  for  mailers  who 
use  recycled  paper.  I  think  the  Commission  is  performing  a  useful 
service  by  helping  to  inform  Congress  about  that  important  and 
complex  issue. 

The  Commission  has  also  been  asked  by  the  chairman  and  rank- 
ing member  of  the  Senate  Committee  on  Governmental  Affairs  to 
determine  whether  each  of  the  various  categories  of  international 
mail  is  paying  its  own  way.  Here  again  I  think  that  it  is  appro- 
priate for  the  Commission  to  bring  its  rate-making  expertise  to 
bear  on  a  question  of  interest  to  the  legislative  branch. 

The  Commission  is  pleased  that  it  can  assist  Congress  in  matters 
related  to  postal  rates  in  much  the  same  way  that  GAO  assists 
Congress  in  reviewing  postal  management  issues. 

Congress  established  a  separate,  independent  Postal  Rate  Com- 
mission to  work  together  as  a  partner  with  the  Postal  Service.  We 
rely  on  the  Postal  Service  to  collect  the  information  that  must  be 
analyzed  in  rate  and  classification  cases.  In  my  opinion,  the  Postal 
Service  was  cooperative  in  providing  available  data  that  the  Com- 
mission indicated  was  necessary  to  develop  recommendations  in 
our  recent  omnibus  rate  case. 

It  is  against  this  background  that  I  must  tell  you  that  we  at  the 
Commission  are  somewhat  concerned  about  whether  we  will  con- 
tinue to  have  adequate  information  to  perform  the  tasks  you  have 
set  out  for  us  in  the  Postal  Reorganization  Act. 

Just  two  weeks  ago,  we  received  a  letter  from  the  Postal  Service 
stating  that  it  was  no  longer  preparing  on  an  accounting  period 
basis  one  of  the  periodic  reports  required  by  our  existing  rules  of 
practice.  If  you  would  like,  Mr.  Chairman,  a  copy  of  that  letter  can 
be  submitted  for  the  record. 

Mr.  Clay.  We  would  certainly  like  it,  and  without  objection  we 
will  include  it  in  the  record. 

Mr.  Haley.  Very  well.  Thank  you. 

[The  information  referred  to  follows:] 

Hon.  Charles  L.  Clapp, 

Secretary,  Postal  Rate  Commission,  Washington,  DC. 

Dear  Mr.  Clapp:  This  responds  further  to  your  letter  on  January  29,  1993. 

The  report  entitled,  Summary  Financial  and  Operating  Statements,  Accounting 
Period  13,  PFY  1992,  was  recently  completed.  I  have  enclosed  a  copy.  It  is  my  un- 
derstanding that  a  decision  has  been  made  to  discontinue  producing  these  reports 
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for  each  accounting  period.  In  their  place,  financial  reports  will  be  issued  quarterly. 
I  am  told  that  the  first  will  be  available  soon  after  the  close  of  Quarter  II,  FY  1993. 
I  will  keep  you  informed  if  these  plans  change. 

The  most  recent  Cash  Flow  Statements  for  FY  1993  will  be  completed  by  March 
15.  I  will  transmit  them  at  that  time,  together  with  all  the  statements  for  FY  1992. 

I  transmitted  the  FY  1991  Billing  Determinants  on  February  26,  1993. 

The  National  Payroll  Hours  Summary  Reports  for  the  first  five  accounting  periods 
of  FY  1993  are  currently  being  produced.  I  was  told  that  all  of  these  will  be  ready 
by  March  31.  I  have  requested  that  the  schedule  be  expedited  as  much  as  possible, 
and  I  intend  to  send  them  as  they  become  available. 

Our  records  show  that  the  most  recent  before/after  cost  reports  were  provided  in 
September,  for  the  September  5,  1992,  COLA  increases.  Subsequent  reports  are  now 
being  produced.  I  will  advise  you  soon  when  these  will  be  available. 
Sincerely, 

Daniel  J.  Foucheaux,  Jr., 
Assistant  General  Counsel,  Rates  Division. 

Mr.  Haley.  I  must  state,  I  am  troubled  that  the  Service  would 
cancel  production  of  a  required  report  without  first  ascertaining 
whether  that  report  is  essential  to  the  Commission  and  without 
discussing  whether  an  alternative  source  of  information  is  avail- 
able. 

The  collection  of  data  is  an  area  where  I  think  cooperation  be- 
tween the  Postal  Service  and  the  Postal  Rate  Commission  is  essen- 
tial. Consultation  of  this  kind  will  not  violate  any  ex  parte  rules. 
In  fact,  I  consider  it  to  be  absolutely  consistent  with  how  the  Postal 
Reorganization  Act  envisioned  the  Service  and  the  Commission 
working  together. 

The  Postal  Rate  Commission  and  the  Postal  Service  can  work  to- 
gether. Recently  ideas  for  improving  the  rate-setting  process  were 
suggested  by  the  joint  Postal  Service-Postal  Rate  Commission  Task 
Force.  Although  the  Postal  Service  eventually  felt  constrained  to 
oppose  the  main  recommendation  of  the  joint  task  force,  the  cooper- 
ative effort  shows  that  mutual  problems  can  be  addressed  jointly. 

Now  let  me  look  back  on  the  R90-1  case  to  see  how  well  we  fore- 
casted Postal  Service  financial  results.  I  am  particularly  pleased  to 
report  that  our  volume  projection  which  most  concerned  the  Postal 
Service  were  quite  accurate.  The  Commission's  projection  for  first- 
class  letters  and  cards  was  right  on  target:  90.8  billion  pieces  fore- 
cast as  against  90.8  billion  pieces  actual.  Third-class  bulk  regular 
rate  volume  exceeded  the  Commission's  projection  by  about  six- 
tenths  of  1  percent  in  fiscal  year  1992:  50.4  billion  pieces  actual  as 
against  50.1  billion  pieces  forecast. 

This  small  but  nonetheless  better-than-expected  result  was 
achieved  despite  the  worse-than-expected  economic  conditions.  I  am 
pleased  to  note  that  the  volume  of  this  important  class  is  now 
showing  strong  growth.  In  the  first  quarter  of  fiscal  year  1993, 
third-class  bulk  regular  volume  grew  5  percent.  Volume  for  this 
sub-class  is  now  2.2  percent  higher  than  the  same  period  in  fiscal 
year  1991,  and  that  was  before  the  rate  increases. 

In  contrast,  I  am  somewhat  concerned  that  the  first-class  volume 
increased  by  only  1.1  percent  during  the  first  quarter  of  1993.  Vol- 
ume for  first-class  was  still  1.8  percent  below  the  same  period  in 
fiscal  year  1991.  This  situation  bears  watching,  although  it  would 
be  premature  to  draw  any  conclusions  about  this  trend. 

Finally,  the  Postal  Service  is  considering  requesting  that  the 
broad  categories  of  first-class,  second-class,  third-class,  and  fourth- 
class  be  redefined.  A  request  for  major  classification  changes  could 
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be  every  bit  as  controversial  and  complex  as  an  omnibus  rate  case 
because  redefining  mail  classifications  will  directly  affect  the  rates 
paid  by  many  mailers. 

The  statute  requires  us  to  recognize  the  interests  of  small  and 
large  mailers,  those  who  can  participate  in  work  sharing  and  those 
who  cannot,  and  those  who  use  formats  which  are  more  and  less 
costly  to  handle.  The  Commission  looks  forward  to  considering  pro- 
posals intended  to  improve  the  classification  schedule. 

This  concludes  my  remarks  this  morning,  Mr.  Chairman.  If  you 
have  questions,  I  will  be  pleased  to  answer,  along  with  the  other 
Commissioners. 

[The  prepared  statement  of  Mr.  Haley  follows:] 

Prepared  Statement  of  Hon.  George  W.  Haley,  Chairman,  U.S.  Postal  Rate 

Commission 

Thank  you  Mr.  Chairman.  It  is  an  honor  and  pleasure  to  be  here  before  you  and 
the  members  of  this  Committee  to  discuss  the  activities  of  the  Postal  Rate  Commis- 
sion, and  the  important  events  which  have  affected  the  nation's  mail  service  in  the 
past  year. 

I  am  George  W.  Haley,  Chairman  of  the  Commission.  I  am  joined  here  today  by 
my  fellow  Commissioners  John  W.  Crutcher,  W.  H.  'Trey"  LeBlanc  III,  H.  Edward 
Quick,  Jr.,  and  the  most  recent  addition  to  our  Commission,  Wayne  A.  Schley.  I  in- 
tend to  discuss  briefly  the  work  the  Commission  has  been  doing  since  June  1992, 
when  we  last  participated  in  oversight  hearings  before  this  Committee,  and  offer 
thoughts  on  topics  that  are  likely  to  be  of  significant  interest  to  the  Postal  Service 
and  mail  users  in  the  coming  months.  All  of  us  will  be  happy  to  answer  any  ques- 
tions you  or  members  of  the  Committee  may  have. 

It  is  appropriate  to  begin  my  remarks  with  some  comments  on  the  events  which 
have  been  the  focus  of  everyone's  attention — namely  the  steps  being  taken  by  Post- 
master General  Runyon  and  his  management  team  to  restructure  the  Postal  Serv- 
ice. The  Postmaster  General  has  set  commendable  goals  for  the  Postal  Service.  He 
hopes  to  improve  two  things  simultaneously:  operating  efficiency  and  quality  of  serv- 
ice. Certainly  all  of  us  on  the  Commission  are  hopeful  that  any  gains  the  Postal 
Service  has  achieved  to  date  become  permanent,  and  that  it  can  continue  to  improve 
service  while  restraining  costs. 

For  over  a  decade  we  have  been  looking  forward  to  the  day  when  the  introduction 
of  automation  in  mail  processing  would  enable  the  Postal  Service  to  enjoy  markedly 
improved  productivity  and  significant  cost  savings.  That  day  may  finally  have  ar- 
rived. Automation  was  initially  expected  to  improve  processing  productivity.  The 
Postal  Service  is  now  beginning  to  implement  procedures  designed  to  utilize  auto- 
mation to  reduce  the  time  carriers  spend  preparing  mail  for  delivery.  Potentially, 
significant  additional  cost  savings  will  result  from  this  next  step. 

The  effective  use  of  automation  by  the  Postal  Service  is  something  we  at  the  Com- 
mission wholeheartedly  applaud.  During  the  past  decade,  the  Commission  has  ap- 
proved numerous  Postal  Service  requests  for  rates  designed  to  encourage  mailers  to 
provide  mailpieces  which  can  be  handled  easily  on  the  new,  automated  equipment. 
We  have  recommended  discounts  for  both  letters  and  flats  which  are  prebarcoded. 
Currently,  the  Commission  is  considering  a  proposal  to  extend  lower  rates  to  small 
parcels  which,  among  other  things,  must  also  be  prebarcoded. 

Perhaps  the  most  frustrating  part  of  being  a  postal  rate  commissioner  is  hearing 
testimony  about  the  economic  strains  higher  rates  cause  the  nation's  mailers.  We 
are  very  much  aware  that  Postal  Service  cost  increases  lead  to  higher  postal  rates, 
which  can  have  significant  negative  impacts  on  just  about  every  segment  of  Amer- 
ican business.  It  is  good  news  for  the  nation  that  the  Postmaster  General  can  hon- 
estly speculate  about  not  having  to  raise  rates  for  4  or  5  years.  This  is  precisely 
the  result  Congress  hoped  for  when  it  enacted  the  Postal  Reorganization  Act  to 
allow  the  Postal  Service  to  be  run  on  a  businesslike  basis. 

The  Commission  has  been  quite  busy  in  the  past  year  and  there  is  every  reason 
to  expect  that  our  workload  will  increase  rather  than  decrease  in  the  upcoming  12 
months.  During  the  last  omnibus  rate  case  several  new,  rate  design  concepts  were 
discussed.  The  Postal  Service  fashioned  slight  adjustments  to  three  of  these  con- 
cepts, and  pursued  them  in  limited  classification  requests  after  the  rate  case  was 
over.  Each  of  those  requests  was  handled  promptly.  The  Commission  is  now  consid- 
ering two  more  recent  Postal  Service  requests — one  to  alter  the  eligibility  for  auto- 
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mation  discounts  by  requiring  11-digit  barcoding,  and  the  other  to  establish  an  en- 
tirely new  class  of  mail  for  bulk,  automation  compatible  small  parcels.  While  I  can- 
not discuss  the  merits  of  these  specific  proposals  since  they  are  currently  pending 
before  the  Commission,  I  must  say  that  in  general,  it  is  far  more  pleasant  to  be  con- 
centrating on  proposals  to  provide  lower  rates  instead  of  proposals  to  charge  higher 
rates. 

The  Commission  also  has  established  dockets  for  developing  information  on  issues 
not  raised  initially  by  the  Postal  Service.  Toward  the  end  of  the  last  session  of  Con- 
gress, three  Representatives,  including  Congressman  Hayes  of  this  Committee, 
asked  the  Commission  to  "conduct  an  inquiry  into  the  feasibility  of  reduced  rates 
or  other  financial  incentives  for  mailers  who  use  recycled  paper."  A  special  docket 
was  initiated  in  response  to  that  request. 

Let  me  make  it  clear  that  this  is  an  information  gathering  effort.  The  Commission 
does  not  have  authority  to  initiate  a  rate  case,  and  we  are  seeking  only  to  obtain 
public  input  about  the  numerous  potential  ramifications  of  this  issue.  We  will  then 
transmit  this  information  to  Congress.  In  this  regard,  I  think  the  Commission  is 
performing  a  useful  service  by  helping  to  inform  Congress  about  an  important,  and 
complex  issue. 

Another  new  task  for  the  Commission  was  undertaken  in  response  to  a  request 
from  the  Chairman  and  ranking  member  of  the  Senate  Committee  on  Governmental 
Affairs.  The  Commission  was  asked  to  determine  whether  each  of  the  various  cat- 
egories of  international  mail  is  paying  its  own  way.  The  Commission  has  not  pre- 
viously undertaken  a  study  of  the  sufficiency  of  international  mail  rates.  Those  rates 
are  set  by  the  Postal  Service,  and  our  ability  to  provide  a  satisfactory  response  on 
this  topic  will  depend,  in  large  part,  on  whether  the  Postal  Service  collects,  and  is 
willing  to  afford  us  access  to,  data  on  its  costs  for  handling  international  mail.  Here 
again,  I  think  that  it  is  perfectly  appropriate  for  the  Commission  to  bring  its  rate- 
making  expertise  to  bear  on  a  question  of  interest  to  the  legislative  branch.  The 
Commission  is  pleased  that  it  can  assist  Congress  in  matters  related  to  postal  rates 
in  much  the  same  way  that  GAO  assists  Congress  in  reviewing  postal  management. 

Congress  established  a  separate,  independent  Postal  Rate  Commission,  and  it 
clearly  intended  that  the  Rate  Commission  should  work  together  as  a  partner  with 
the  Postal  Service  in  order  to  achieve  the  goals  set  out  in  the  Postal  Reorganization 
Act.  In  performing  our  duties,  we  must  have  access  to  reliable,  statistically  sound 
data  on  Postal  Service  operations.  We  rely  on  the  Postal  Service  to  collect  and  pro- 
vide the  information  on  its  operating  costs  and  revenues  that  must  be  analyzed  in 
rate  and  classification  cases.  In  my  opinion,  the  Postal  Service  was  cooperative  in 
providing  available  data  that  the  Commission  indicated  was  necessary  to  develop 
recommendations  in  our  recent  omnibus  rate  case. 

It  is  against  this  background  that  I  must  tell  you  that  we  at  the  Commission  are 
somewhat  concerned  about  whether  we  will  continue  to  have  adequate  information 
to  perform  the  tasks  you  have  set  out  for  us  in  the  Postal  Reorganization  Act.  The 
Postal  Service  currently  is  considering  ways  to  reduce  the  cost  of  collecting  oper- 
ational data.  I  feel  certain  that  I  speak  for  all  my  colleagues  when  I  say  we  support 
the  Service's  review  of  its  data  collection  efforts  to  see  whether  meaningful  cost  sav- 
ings can  be  achieved,  without  harming  their  own  management  data  needs,  and  con- 
sistent with  providing  information  basic  to  our  ratesetting  mandates. 

Just  two  weeks  ago,  we  received  a  letter  from  the  Postal  Service  stating  that  it 
was  no  longer  preparing  on  an  accounting  period  basis,  one  of  the  periodic  reports 
required  by  our  existing  Rules  of  Practice.  Instead,  quarterly  information  will  be  de- 
veloped. If  you  would  like  Mr.  Chairman,  a  copy  of  that  letter  can  be  submitted  for 
the  record.  I  must  state  I  am  troubled  that  the  Service  would  cancel  production  of 
a  required  report  without  first  ascertaining  whether  that  report  is  essential  to  the 
Commission,  and  without  discussing  whether  an  alternative  source  of  information 
is  available. 

The  collection  of  data  is  an  area  where  I  think  cooperation  between  the  Postal 
Service  and  the  Postal  Rate  Commission  is  essential.  Congress  has  charged  the 
Commission  with  developing  accurate  analyses  which  support  sound  recommended 
decisions.  Should  the  data  we  use  become  incomplete  or  unreliable,  our  decisions 
will  suffer.  A  major  strength  of  the  current  ratemaking  process  is  that  mailers  can 
be  assured  that  their  rates  are  based  on  the  Postal  Service's  costs  for  providing  serv- 
ice. It  is  extremely  important  that  we  not  lose  the  ability  to  accurately  determine 
postal  costs  and  revenues  by  class  and  subclass  of  mail. 

Since  the  Commission  is  a  major  user  of  information  on  postal  operations,  the 
Postal  Service  should  consult  with  the  Commission  before  it  takes  steps  which 
might  render  the  data  it  collects  significantly  less  useful.  Consultation  of  this  kind 
will  not  violate  any  ex  parte  rules;  in  fact  I  consider  it  to  be  absolutely  consistent 
with  how  the  Postal  Reorganization  Act  envisioned  the  Service  and  the  Commission 
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working  together.  For  that  matter,  I  see  no  reason  why  such  consultations  could  not 
be  open  to  the  public. 

The  Postal  Rate  Commission  and  the  Postal  Service  can  work  together.  A  little 
more  than  nine  months  ago,  when  I  last  testified  before  this  Committee,  I  was  opti- 
mistic about  the  ideas  for  improving  the  ratesetting  process  suggested  by  the  Joint 
Postal  Service/Postal  Rate  Commission  Task  Force.  The  Joint  Task  Force  consisted 
of  former  Postal  Service  Governors  and  Postal  Rate  Commissioners,  along  with  high 
level  staff  members  of  the  two  agencies.  It  identified  several  areas  where  new  or 
revised  procedural  rules  might  be  useful.  The  central  proposal  offered  by  the  Task 
Force  involved  a  new  system  for  extending  the  period  between  major  rate  cases.  The 
report  also  suggested  areas  where  new  rules  might  facilitate  Postal  Service  flexibil- 
ity to  test  new  rate  initiatives. 

The  Commission  developed  rules  which  could  have  implemented  the  new  rate  case 
procedure  suggested  by  the  Task  Force,  and  solicited  comments  from  the  public. 
After  due  consideration,  the  Postal  Service  determined  that  it  did  not  support  re- 
placing the  current  omnibus  rate  case  system  with  the  system  suggested  by  the 
Joint  Task  Force.  As  a  result,  the  Commission  recently  withdrew  the  proposed  rules 
it  had  published  for  comment. 

Notwithstanding  the  fact  that  the  Postal  Service  eventually  felt  constrained  to  op- 
pose the  main  recommendation  of  the  Joint  Task  Force,  I  do  not  view  this  process 
as  a  failure.  The  cooperative  effort  that  involved  representatives  from  both  the  Serv- 
ice and  the  Commission  shows  that  mutual  problems  can  be  addressed  jointly.  Also, 
the  Commission  intends  to  proceed  to  explore  the  benefits  of  some  of  the  other  sub- 
sidiary recommendations  made  by  the  Joint  Task  Force. 

In  addition  the  Commission  is  considering  ways  that  it  can  improve  the  current 
ratemaking  process.  We  invite  comments  following  omnibus  rate  cases  both  from  the 
Postal  Service  and  mailer  participants.  We  deferred  action  on  the  many  thoughtful 
comments  we  received  from  the  public  after  the  last  rate  case  in  order  to  expedite 
consideration  of  the  revised  ratemaking  process  suggested  by  the  Joint  Task  Force. 
Now  that  we  have  determined  not  to  radically  change  the  process,  we  are  still  con- 
cerned with  finding  ways  to  make  it  easier  for  mailers  and  the  Postal  Service  to 
participate  in  an  omnibus  rate  case. 

We  have  looked  back  on  the  R90-1  rate  case  to  see  how  well  we  forecasted  Postal 
Service  financial  results.  I  am  particularly  pleased  to  report  that  our  volume  projec- 
tions which  most  concerned  the  Postal  Service,  were  quite  accurate. 

In  Fiscal  Year  1992,  which  was  the  test  period  we  used  to  develop  our  rate  rec- 
ommendations, the  Service  reported  a  surplus  after  contingencies  of  approximately 
$500  million.  Although  our  volume  projections  were  accurate,  postage  revenues  were 
slightly  below  forecast,  probably  because  more  mailers  took  advantage  of  new 
worksharing  and  other  cost-based  discounts  than  we  expected.  Increased 
worksharing  should  have  led  to  reduced  Postal  Service  costs,  but  unfortunately,  the 
Service  did  not  capture  these  potential  cost  savings.  In  fact,  the  Postal  Service  costs 
were  about  $800  million  higher  than  projected.  The  Service  had  forecast  significant 
total  factor  productivity  improvements  which  simply  failed  to  materialize. 

Considering  volumes  in  more  detail,  the  Commission's  volume  projection  for  First- 
Class  letters  and  cards  was  right  on  target  (90.8  billion  pieces  forecast,  as  against 
90.8  billion  pieces  actual).  With  respect  to  third-class  bulk  regular  rate — the  other 
major  mail  category — the  Postal  Service  actually  experienced  slightly  higher  vol- 
umes than  the  Commission  had  anticipated.  The  actual  third-class  bulk  regular  rate 
volume  exceeded  the  Commission's  projection  by  about  six-tenths  of  one  percent  in 
Fiscal  Year  1992  (50.5  billion  pieces  actual  as  against  50.1  billion  piece  forecast). 
This  small  but  nonetheless  better-than-expected  result  was  achieved  despite  the 
worse-than-expected  economic  conditions. 

I  am  pleased  to  note  that  the  volume  of  this  important  class  is  now  showing 
strong  growth.  In  the  first  quarter  of  FY  1993,  third-class  bulk  regular  volume  grew 
5.0%.  Volume  for  this  subclass  is  now  2.2%  higher  than  the  same  period  in  FY  1991 
(i.e.  before  the  rate  increases.)  In  contrast,  I  am  somewhat  concerned  that  First- 
Class  volume  increased  by  only  1.1%  during  the  first  quarter  of  1993.  Volume  for 
First-Class  was  still  1.8  percent  below  the  same  period  in  FY  1991.  This  situation 
bears  watching,  although  it  would  be  premature  to  draw  any  conclusions  about  this 
trend. 

The  Postal  Service  decision  to  implement  the  rates  recommended  by  the  Commis- 
sion is  currently  on  appeal.  Unfortunately,  when  mailers  appeal  postal  rate  changes, 
the  Commission  does  not  have  the  opportunity  to  explain  its  actions  directly  to  the 
reviewing  court.  It  seems  to  me  that  the  agency  charged  with  applying  the  rate  poli- 
cies established  by  Congress  should  participate  when  a  court  reviews  the  application 
of  these  policies.  Nonetheless,  we  are  gratified  that  actual  experience  has  shown  our 
recommendations  to  have  been  sound. 
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While  each  of  the  areas  I  have  touched  on  is  important,  in  the  next  few  months 
we  expect  the  Postal  Service  to  file  a  request  for  a  recommended  decision  which  is 
likely  to  be  far  more  controversial  than  any  of  these  topics,  and  is  likely  to  be  every 
bit  as  complex  as  an  omnibus  rate  case.  The  Service  has  indicated  that  it  is  perform- 
ing a  complete  review  of  the  Domestic  Mail  Classification  Schedule,  and  that  it  is 
considering  whether  to  suggest  as  complete  overhaul  of  the  existing  classification  of 
mail. 

Mail  is  classified,  or  grouped,  into  classes,  subclasses,  and  rate  categories.  Thus, 
when  we  talk  about  the  rates  for  third-class  mail,  we  are  talking  about  rates  which 
apply  to  a  large  number  of  distinct,  albeit  related,  types  of  mail.  Third-class  rates 
apply  to  saturation  fliers,  advertising  circulars,  targeted  national  mailings,  catalogs, 
and  even  some  lightweight  parcels. 

The  Postal  Service  is  considering  requesting  that  the  broad  categories  of  First- 
Class,  second  class,  third  class,  and  fourth  class  be  redefined.  If  it  decides  to  request 
major  changes,  its  proposal  is  certain  to  be  controversial.  Redefining  mail  classifica- 
tions will  directly  affect  the  rates  paid  by  many  mailers. 

Since  reorganization  the  Commission  and  the  Postal  Service  has  added  numerous 
rate  categories.  Consequently,  the  classification  schedule  is  now  more  complex,  but 
more  cost  based.  Nevertheless  these  changes  have  enabled  the  Postal  Service  to 
serve  its  markets  better,  and  to  be  more  competitive.  Most  importantly,  they  have 
reduced  the  cost  of  mail  to  the  nation.  The  statute  requires  us  to  recognize  the  inter- 
est of  small  and  large  mailers,  those  who  can  participate  in  worksharing  and  those 
who  cannot,  and  those  who  use  formats  which  are  more  and  less  costly  to  handle. 
The  Commission  looks  forward  to  considering  proposals  intended  to  improve  the 
classification  schedule. 

Finally,  I  know  that  Congress  is  concerned  with  resolving  the  problem  of  the  ap- 
propriate way  to  provide  rate  relief  for  so  called  "preferred"  mail.  The  nation  may 
no  longer  wish  to  support  this  mail  to  the  same  extent  that  it  did  when  the  Postal 
Reorganization  Act  was  adopted.  Commissioner  Crutcher  has  a  separate  statement 
on  this  issue. 

The  Commission  has  provided  two  separate  reports  to  the  Congress  on  this  sub- 
ject, one  in  1986  and  more  recently  in  1991.  My  understanding  is  that  mailers  and 
the  Postal  Service  are  working  with  the  Congress  to  fashion  a  compromise  solution 
acceptable  to  all.  I  sincerely  hope  that  their  efforts  are  successful.  I  have  no  new 
proposal  to  offer  at  this  time,  Mr.  Chairman,  however,  I  assure  you  that  the  Com- 
mission stands  ready  to  provide  whatever  assistance  it  can  offer  either  to  help  fash- 
ion a  solution,  or  to  implement  one. 

Response  to  Written  Questions  Submitted  by  Hon.  William  L.  Clay  to  Postal 

Rate  Commission 

Question  1.  What  does  the  slump  in  First-Class  Mail  volume  that  you  discuss  on 
page  8  mean  to  the  financial  condition  of  the  Postal  Service? 

Answer.  First-Class  Mail  is  the  most  essential  contributor  to  the  financial  health 
of  the  Postal  Service.  First — Class  Mail  makes  up  more  than  50  percent  of  total 
Postal  Service  volume;  it  generates  about  60  percent  of  mail  revenues;  and  it  pro- 
vides 70  percent  of  the  contributions  to  institutional  costs.  In  contrast,  the  next 
most  important  contributor  to  institutional  costs  is  third-class  bulk  regular  which 
produces  only  17  percent  of  institutional  costs. 

Over  the  years  First-Class  volume  has  exhibited  a  steady  growth  pattern  which 
has  helped  the  Postal  Service  to  maintain  a  stable  rate  pattern.  If  First-Class  vol- 
ume could  precipitate  a  financial  crisis  for  the  Postal  Service. 

Question  2.  What  reasons  did  the  Postal  Service  give  the  Commission  for  not  sup- 
porting the  major  recommendations  of  the  Governors/Postal  Rate  Commission  Task 
Force. 

Answer.  In  comments  filed  in  response  to  a  Commission  Notice  of  Proposed  Rule- 
making implementing  some  of  the  major  Task  Force  recommendations,  the  Postal 
Service  stated  that  "[t]he  proposed  rules  are  not  consistent  with  the  directions  in 
which-  postal  management  is  currently  moving."  In  support  of  its  position,  the  Serv- 
ice identified  several  specific  concerns. 

The  Postal  Service  explained  that  it  was  not  sure  that  a  majority  of  its  customers 
would  prefer  the  Task  Force  proposal  for  smaller,  more  predictable  rate  increases 
in  place  of  the  current  system  of  less  frequent,  but  larger  increases.  It  also  stated 
its  belief  that  such  a  system  would  reduce  its  flexibility  to  respond  to  evolving  fiscal 
conditions. 

The  Postal  Service  also  expressed  concerns  about  potential  changes  in  the  rela- 
tionship between  the  Service  and  the  Commission  which  could  evolve  from  the  pro- 
cedures recommended  by  the  Task  Force.  The  implication  was  that  the  Service  was 
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concerned  that  its  independence  might  be  reduced  since  the  Commission's  role 
might  become  more  important.  Finally,  the  Derive  also  expressed  concern  over 
whether  its  forecasting  tools  would  be  adequate  to  produce  reliable  multiple-year 
projections. 

The  Service's  comments  make  it  clear  that  its  institutional  interest  at  this  point 
lies  mainly  in  pursuing  Task  Force  recommendations  or  other  proposals  to  alter  the 
ratemaking  process  in  ways  that  will  give  the  Postal  Service  greater  freedom  and 
autonomy. 

Question  3.  You  have  undertaken  an  international  mail  study.  Has  the  postal 
Service  given  you  access  to  its  data  on  costs  for  handling  international  mail?  Do  you 
expect  those  data  to  be  forthcoming? 

Answer.  To  date,  the  Postal  Service  has  not  responded  to  our  formal  request  (sent 
December  31,  1992)  for  data  and  information  which  we  believe  to  be  within  the 
Service's  ability  to  produce  without  incurring  undue  burden.  In  response  to  follow- 
up  inquiries.  Commission  staff  has  been  told  that  the  request  is  still  being  evaluated 
by  postal  management.  At  this  point,  our  expectations  for  Postal  Service  cooperation 
in  providing  the  requested  material  are  not  high.  Our  report  is  due  in  July  1993, 
ana  the  time  available  for  analysis  is  growing  short. 

Question  4.  Since  the  Postal  Service  does  not  support  the  Task  Force's  major  rec- 
ommendations, is  there  need  for  legislation  to  reform  the  ratemaking  process  as 
suggested  by  the  General  Accounting  Office? 

Answer.  We  do  not  believe  that  there  is  currently  any  need  for  legislation  to  re- 
form the  process  of  changing  postal  rates.  As  we  testified  last  year,  the  GAO  report 
to  which  you  refer  was  seriously  flawed. 

At  times,  the  postal  ratemaking  process  seems  complex  or  burdensome  because 
the  Postal  Service  is  a  large,  economically  powerful  organization,  and  changes  in 
postal  rates  affect  all  segments  of  American  business.  Everyone  in  the  postal  com- 
munity— the  Commission,  mailers,  and  the  Postal  Service  itself— is  always  open  to 
considering  ways  to  improve  the  process.  However,  the  fact  that  the  Postal  Service 
rejected  the  major  recommendation  of  a  joint  task  force  made  up  of  former  Postal 
Service  Governors  and  Postal  Rate  Commissioners  and  current  senior  Postal  Service 
and  Postal  Rate  Commission  employees,  indicates  that  the  current  system  has 
evolved  to  such  an  extent  that  it  would  be  extremely  difficult  to  develop  a  new  proc- 
ess which  actually  improves  on  the  current  system. 

Question  5.  You  discuss  that  you  expect  increased  workload  for  the  coming  year. 
Has  the  Commission  reorganized  its  staff?  If  so,  how  will  the  reorganization  help 
the  Commission  handle  the  increased  workload  for  the  coming  year? 

Answer.  The  Commission  is  currently  reviewing  its  internal  organization  to  deter- 
mine whether  a  more  efficient  and  effective  organization  can  be  developed.  That 
process  is  not  yet  complete;  however,  we  expect  that  we  will  be  able  to  effect 
changes  which  will  enable  us  to  successfully  handle  all  of  our  workload. 

Response  to  Written  Question  Submitted  by  Hon.  William  L.  Clay  to  George 

W.Haley 

Question  1.  Commissioner  Crutcher  has  provided  his  views  on  revenue  forgone  ap- 
propriations. In  1986  the  Postal  Rate  Commission  issued  a  report  and  recommenda- 
tions on  revenue  forgone  appropriations.  Do  you  support  the  1986  recommendations 
to  create  separate  subclasses  for  preferred  rate  mail? 

Answer.  I  support  the  recommendation  that  separate  subclasses  be  created  for 
preferred  rate  mail,  so  long  as  eligibility  for  mailing  in  those  new  subclasses  is  lim- 
ited. The  preferred  rate  study  presented  to  Congress  June  18,  1986  recommended 
a  number  of  steps  to  alleviate  the  problem  of  the  increasing  size  of  revenue  forgone 
subsidies.  In  addition  to  recommending  separate  subclasses  for  preferred  rate  mail, 
the  Commission  urged  that  attention  be  given  to  restricting  the  eligibility  for  pre- 
ferred rate  treatment.  Some  steps  have  since  been  taken  to  limit  the  mail  eligible 
for  preferred  rate  subsidies,  however,  I  think  more  should  be  done. 

If  eligibility  for  preferred  rate  treatment  is  properly  narrow,  the  establishment  of 
separate  subclasses  for  preferred  rate  mail  will  allow  for  the  establishment  of  postal 
rates  which  reflect  public  policy. 

Response  to  Written  Questions  Submitted  by  William  L.  Clay  to  W.H.  "Trey" 

LeBlanc 

Question  1.  Chairman  Haley  discussed  the  need  for  the  Postal  Service  and  the 
Commission  to  work  together  as  partners.  Since  Mr.  Runyon  has  become  Postmaster 
General  has  there  been  increased  cooperation  with  the  Postal  Service? 

Answer.  Unfortunately  no.  The  Postmaster  General  has  properly  focused  his  at- 
tention on  restructuring  Postal  Service  management.  However,  perhaps  as  an  unin- 
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tentional  result  of  the  restructuring,  there  have  been  several  recent  instances  where 
the  Postal  Service  has  not  been  as  cooperative  with  the  Commission  as  it  was  in 
the  past. 

I  am  serving  as  the  Presiding  Officer  in  a  pending  classification  case  concerning 
the  Postal  Service  request  to  add  a  new  class  of  mail  service  for  bulk  small  parcels. 
Recently,  I  had  occasion  to  comment  during  hearings  in  that  case  about  Postal  Serv- 
ice responses  which  I  felt  indicated  a  lack  of  cooperation.  For  example,  the  Commis- 
sion asked  the  Postal  Service  to  provide  an  opportunity  to  view  new  parcel  sorting 
machines  at  a  bulk  mail  facility.  In  response,  the  Postal  Service  stated  it  might  be 
difficult  to  arrange  such  a  visit  and  offered  to  send  a  video  tape.  While  video  tapes 
may  be  very  informative,  they  cannot  replace  the  learning  experience  of  being  on 
the  operations  floor  and  observing  specific  actions  first  hand.  Another  example  of 
poor  cooperation  involved  a  Commission  request  for  preliminary  1992  operating  re- 
sults, to  enable  our  staff  to  begin  analysis  as  quickly  as  possible.  Initially,  we  were 
told  that  we  could  have  early  access  to  this  data,  but  that  information  proved  to 
be  erroneous.  Finally,  when  a  mailer  newsletter  announced  that  copies  of  proposed 
draft  rules  for  implementing  the  proposed  new  service  were  being  circulated,  we 
asked  the  Postal  Service  to  provide  a  copy.  The  Service  again  was  uncooperative. 
It  provided  neither  the  document  requested  nor  an  explanation  of  its  contents,  stat- 
ing instead  that  no  proposed  draft  rules  had  been  prepared. 

Any  of  these  three  examples,  in  isolation,  could  be  viewed  as  insignificant.  But 
I  am  concerned  that  these  events,  occurring  within  a  few  weeks,  may  evidence  a 
Postal  Service  decision  to  lessen  its  cooperation  with  the  Commission. 

Question  2.  Commissioner  Crutcher  has  provided  his  views  on  revenue  forgone  ap- 
propriations. In  1986  the  Postal  Rate  Commission  issued  a  report  and  recommenda- 
tions on  revenue  forgone  appropriations.  Do  you  support  the  1986  recommendations 
to  create  separate  subclasses  for  preferred  rate  mail? 

Answer.  I  support  the  subclass  concept  suggested  in  our  1986  report  and  repeated 
in  our  1991  study.  That  proposal  includes  legislation  instructing  the  Commission  to 
consider  the  special  requirements  of  preferred  rate  mail.  Eligibility  for  use  of  the 
non-profit  mail  stream  also  should  be  re-examined  with  a  view  towards  reducing  the 
amount  of  mail  that  is  eligible.  We  hear  considerable  discontent  when  non-profit  as- 
sociations use  the  mails  to  compete  with  private  sector  organizations.  In  addition 
to  eliminating  some  of  the  types  of  mail,  as  the  Postmaster  General  has  suggested, 
Congress  might  also  establish  certain  criteria  with  respect  to  the  ratio  of  the 
amount  of  money  that  is  spent  directly  on  the  basic  purpose  for  the  organization's 
non-profit  status  compared  to  the  amount  spent  on  overhead  and  administrative 
costs. 

One  mailer  has  suggested  that  Congress  should  fix  the  mark-up  for  non-profit 
mail  as  a  percentage  of  the  mark-up  for  the  regular  mail  in  that  class.  I  disagree. 
The  Commission  has  the  expertise  to  assign  an  appropriate  mark-up,  based  on  the 
evidence  submitted  during  rate  proceedings,  and  it  should  not  be  limited  to  an  arbi- 
trary formula  which  might  often  actually  be  inappropriate. 

Response  to  Written  Questions  Submitted  by  Hon.  William  L.  Clay  to  H. 

Edward  Quick,  Jr. 

Question  1.  Chairman  Haley  discussed  the  need  for  the  Postal  Service  and  the 
Commission  to  work  together  as  partners.  Since  Mr.  Runyon  has  become  Postmaster 
General  has  there  been  increased  cooperation  with  the  Postal  Service? 

Answer.  Cooperation  between  the  Postal  Service  and  the  Commission  is  critical 
to  the  fulfillment  of  the  Commission's  statutory  role.  Because  of  the  minute  size  of 
the  Commission  compared  to  the  Postal  Service,  the  latter  can  easily  overlook  the 
needs  of  the  former  and  can  treat  it  as  an  inconvenient  encumbrance  rather  than 
a  legally  constituted  partner. 

At  least  two  significant  items  during  the  past  nine  months  indicate  that  the  Post- 
al Service  does  not  see  its  relationship  with  the  Commission  as  a  partnership  but 
as  one  which  it  can  define  arbitrarily. 

1.  The  Postal  Service  unilaterally  stopped  producing  accounting  period  financial 
reports,  an  item  required  by  Commission  rules.  Trade  publications  indicate  the  Post- 
al Service  has  begun  reviewing  its  data  collection  systems.  The  work  of  the  Commis- 
sion consists  of  the  analysis  of  data  from  the  Postal  Service;  it  should  be  consulted 
when  such  changes  are  contemplated,  so  that  it  gets  the  necessary  and  sufficient 
data  required  to  do  its  job  under  the  law. 

The  Commission  needs  data  on  Postal  Service  costs  and  revenues;  obviously  some 
Postal  Service  data  is  integral  to  setting  rates.  Once  the  Postal  Service  began  to  se- 
riously consider  changing  its  data  collection  and  reporting  system,  it  should  have 
brought  the  Commission  into  the  process.  It  is  my  understanding  that,  in  the  past, 
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fruitful  staff  discussions  have  taken  place  about  the  reports  the  Postal  Service  files 
with  the  Commission  on  a  regular  basis. 

If  the  Postal  Service  is  still  considering  making  changes  in  its  data  collection  and 
reporting  systems,  it  should  recognize  that  the  Commission  must  rely  on  these  sys- 
tems, and  work  to  assure  that  changes  do  not  have  unintended  detrimental  effects 
on  the  Commission's  ability  to  fulfill  its  statutory  role. 

2  The  Commission  was  asked  by  the  Chairman  and  Ranking  Minonty  Member 
of  the  Senate  Subcommittee  on  Federal  Services,  Post  Office  and  Civil  Service  to 
conduct  a  study  of  international  air  mail  rates.  In  order  to  respond  to  this  request, 
relevant  data,  which  only  the  Postal  Service  can  provide,  is  necessary.  It  has  refused 
to  provide  the  data.  This  is  not  a  self-initiated  study  by  the  Commission  but  one 
requested  by  Congress,  which  came  to  the  Commission  because  it  has  the  technical 
skills  and  analytical  experience  to  fulfill  this  request. 

A  couple  of  minor  matters  now  affect  the  Postal  Service-Commission  relationship. 
The  Commission  staff  has  attempted  to  arrange  a  visit  to  a  Bulk  Mail  Center,  such 
visit  being  relevant  to  the  more  thorough  understanding  of  matters  now  before  the 
Commission.  For  some  reason,  such  a  seemingly  minor  request  has  hit  a  stone  wall 
and  the  visit  can't  be  arranged. 

Alsc.  the  Postal  Service  in  a  press  release  recounting  actions  by  the  Board  of  Gov- 
ernors implied  that  the  Commission  was  responsible  for  the  lack  of  decision  in  the 
case  requesting  an  eleven  digit  barcode  before  the  date  on  which  the  new  code  was 
to  be  required  of  mailers.  The  Postal  Service  had  not  filed  the  case  in  a  timely  way 
to  enable  the  due  process  rights  of  intervenors  to  be  accommodated  before  their  im- 
plementation date.  A  small  thing,  perhaps,  but  an  indicator  of  the  lack  of  under- 
standing of  Commission  procedures  and  of  the  requirements  for  a  productive  rela- 
tionship. .     .  , 

Finally,  in  one  of  our  pending  classification  cases  the  Commission  was  asked  to 
test  special  procedural  rules  under  which  parties  would  provide  computer-readable 
diskette  versions  of  important  documents  which  had  been  prepared  on  a  computer. 
The  Commission  could  then  have  facilitated  the  expeditious  exchange  of  information 
between  parties  and  begun  development  of  an  easily-accessible  electronic  archives. 
Many  mailers  indicated  such  a  system  would  save  them  time  and  money.  The  Postal 
Service  was  the  only  party  to  oppose  this  idea,  stating  that  in  its  current  financial 
circumstances  the  rule  would  be  burdensome. 

The  Postmaster  General  has  been  busy  since  his  arrival  last  year  reorganizing  the 
Postal  Service  and  attempting  to  control  costs.  On  a  personal  level,  his  relationship 
with  the  Commission  has  been  satisfactory.  However,  as  the  matters  recounted 
above  indicate  there  remain  irritants  of  some  moment  in  the  relationship  between 
the  Postal  Service  and  the  Commission. 

Question  2.  Commissioner  Crutcher  has  provided  his  views  on  revenue  forgone  ap- 
propriations. In  1986  the  Postal  Rate  Commission  issued  a  report  and  recommenda- 
tions on  revenue  forgone  appropriations.  Do  you  support  the  1986  recommendations 
to  create  separate  subclasses  for  preferred  rate  mail? 

Answer.  The  amount  of  revenue  forgone  subsidy  requested  by  the  Postal  Service 
is  unacceptable  to  both  the  Administration  and  many  members  of  Congress.  Con- 
gress should  not  have  to  focus  each  year  on  the  problem  of  preferred  rate  mail — 
a  solution  for  this  issue  must  be  developed. 

More  attention  should  be  focused  on  the  current,  broad  eligibility  for  preferred 
rate  treatment.  The  earlier  Commission  reports  suggested  narrowing  eligibility,  and 
some  of  those  recommendations  have  been  enacted. 

However,  more  should  be  done.  Special  postal  rates  should  not  be  provided  for 
fund-raising  mail  unless  the  preponderance  of  the  funds  raised  are  used  for  the  pur- 
poses for  which  the  funds  were  contributed.  Taxpayers  and  other  mailers  should  not 
subsidize  direct  mail  fundraising  entrepreneurs.  Moreover,  subsidies  should  not  be 
provided  for  nonprofit  organizations  or  institutions  which  are  in  competition  with 
the  private  sector.  This  includes  nonprofit  organizations  which  sell  products,  or  ad- 
vertize products,  in  direct  competition  with  for-profit  companies. 

I  think  that  if  eligibility  were  properly  limited,  the  separate  subclass  concept 
would  fairly  resolve  the  problem. 

Response  to  Written  Questions  Submitted  by  Hon.  William  L.  Clay  to  Wayne 

A.  Schley 

Question  1.  Chairman  Haley  discussed  the  need  for  the  Postal  Service  and  the 
Commission  to  work  together  as  partners.  As  the  newest  Commissioner  has  there 
been  cooperation  between  the  Postal  Service  and  the  Commission  in  your  brief  ten- 
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Answer.  During  my  3  months  as  Commissioner,  I  have  been  pleased  with  the  ex- 
pression of  support,  by  various  postal  officials,  with  regard  to  cooperating  and  work- 
ing together.  However,  I  am  quite  aware  of  delay  and  refusal  on  the  part  of  the 
Postal  Service  on  a  number  of  PRC  requests  for  information,  and  in  one  case  a  re- 
quest to  visit  a  mail  handling  facility. 

One  case  of  noncooperation  is  especially  troubling.  It  is  the  refusal  of  the  Postal 
Service  to  comply  with  the  Commission's  request  to  obtain  information  on  inter- 
national mail  rates.  On  November  5,  1992,  the  Chairman  and  the  Ranking  Minority 
Member  of  the  Subcommittee  on  Federal  Services,  Post  Office,  and  Civil  Service  of 
the  Senate  Committee  on  Governmental  Affairs  requested  the  Commission  to  study 
international  mail  rates,  especially  as  to  whether  or  not  they  were  meeting  costs. 
The  Senators  even  went  to  the  trouble  of  writing  the  Chairman  of  the  Board  of  Gov- 
ernors, at  the  same  time,  alerting  her  to  their  request  and  asking  for  the  Postal 
Service's  cooperation.  The  Commission  then  wrote  the  Postal  Service  asking  it  to 
provide  certain  existing  information.  However,  the  Postal  Service  contends  that  the 
Commission  has  no  authority  to  deal  with  international  mail  rates  and  to  date  it 
has  refused  to  supply  the  needed  information. 

The  Commission  has  no  intention  of  recommending  international  mail  rate 
changes.  In  this  instance  it  is  merely  performing  an  analysis,  acting  as  an  agent 
for  Congress,  and  the  refusal  of  the  Postal  Service  to  cooperate  is,  in  effect,  a  refusal 
to  cooperate  with  Congress.  I  find  this  attitude  amazing. 

The  refusal  to  allow  the  Commission  to  visit  and  observe  the  operation  of  a  mail 
handling  facility,  astounds  me.  The  Commission  (especially  new  Commissioners) 
clearly  has  an  interest  in  learning  how  mail  is  processed  at  a  mail  handling  facility, 
and  I  am  assured  that  informal  requests  of  this  type  were  routinely  granted  in  the 
past.  I  believe  any  reasonable  person  would  agree  that  the  Commissioners  who  must 
decide  on  the  facts  in  rate  and  classification  cases  would  be  well  served  if  they  could 
observe  a  postal  mail  handling  facility  in  operation.  The  Postal  Service  has  offered 
to  provide  a  videotape  of  mail  processing  equipment  in  action.  An  edited  videotape 
however,  is  no  substitute  for  actual  observation.  I  cannot  agree  that  the  Commis- 
sion, or  Members  of  Congress,  should  be  denied  the  ability  to  observe  a  mail  han- 
dling facility  in  operation. 

These  are  just  two  examples  of  where  the  welcomed  expression  of  support  from 
top  officials,  and  actual  cooperation  from  those  in  the  lower  echelon  do  not  mesh. 
It  is  my  hope,  that  the  words  of  senior  postal  officials  will  soon  trickle  down  to  lower 
management  so  that  we  can  actually  see  evidence  of  cooperation  and  get  on  with 
our  mandated  duties. 

Question  2.  Commissioner  Crutcher  has  provided  his  views  on  revenue  forgone  ap- 
propriations. In  1986  the  Postal  Rate  Commission  issued  a  report  and  recommenda- 
tions on  revenue  forgone  appropriations.  Do  you  support  the  1986  recommendations 
to  create  separate  subclasses  for  preferred  rate  mail? 

Answer.  I  am  not  sure  I  agree  with  the  1986  recommendation  of  the  Postal  Rate 
Commission.  The  subclass  concept  carries  with  it  the  understanding  of  continued  fa- 
vored treatment  of  nonprofit  organizations.  The  nonprofit  community  has  changed 
significantly  since  the  laws  designating  deferred  rates  for  nonprofits  were  initially 
enacted.  Before  Congress  continues  this  favored  treatment  to  these  mailers,  whether 
through  taxpayers'  or  ratepayers'  funds,  it  may  wish  to  review  both  the  mission  and 
operation  of  the  recipient  organizations.  Congress  traditionally  has  followed  through 
and  monitored  the  operations  of  not  only  the  Executive  Branch,  but  its  own  legisla- 
tive Branch  operations,  to  insure  that  taxpayers'  funds  were  spent  wisely  and  that 
the  agencies  were  carrying  out  not  only  the  letter,  but  the  intent  of  the  law.  Con- 
gress may  wish  to  do  this  or  set  up  an  organization  to  do  this  with  regard  to  reve- 
nue forgone  recipients.  An  example,  for  this  need  was  brought  to  my  attention  while 
serving  in  the  Senate,  Senator  Ted  Stevens  and  I  observed  one  mailing  sent  by  the 
Blues  Alley  Music  Society  at  a  subsidized  rate  that  simply  advertised  various  night- 
club acts  that  were  scheduled  to  perform  at  the  Blues  Alley  Jazz  Club.  It  is  doubtful 
that  Congress  intended  to  use  taxpayers'  funds  to  subsidize  advertising  of  nightclub 
acts  to  wealthy  Washingtonians. 

The  question  of  the  operations  of  these  recipients  has  also  come  under  scrutiny 
recently,  especially  with  regard  to  the  salaries  paid  to  executives  of  nonprofit  organi- 
zations. Members  of  Congress  are  well  aware  of  the  public's  reaction  even  to  justi- 
fied increases  in  pay  and  compensation  for  Members  of  Congress.  Congress  may  well 
wish  to  put  that  same  spotlight  on  the  operations  of  organizations  that  receive  Fed- 
eral subsidies.  With  that  in  mind,  the  attached  article  [Attachment  A]  which  ap- 
peared in  the  April  6  issue  of  "The  Chronicle  of  Philanthropy",  may  be  of  interest. 
The  Combined  Federal  Campaign  guidelines,  for  example,  state  that  an  organiza- 
tion's overhead  be  limited  to  25  percent  of  its  income  in  order  to  be  eligible  to  par- 
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ticipate  in  their  fund-raising  efforts.  Thus,  Congress,  through  oversight  of  OPM  has 
established  the  concept  of  some  control  over  nonprofit  overhead  costs. 

At  a  recent  Senate  hearing,  Senator  Ted  Stevens  pointed  out  that  90  percent  of 
the  costs  of  mail  solicitations  for  some  nonprofit  groups  were  going  to  the  commer- 
cial firm  that  actually  prepared  and  sent  out  a  fundraising  mailing  and  that  only 
about  10  percent  of  the  income  received  from  those  mail  solicitations  actually  go  to 
the  organization.  Given  these  facts,  I  am  reluctant  to  endorse  any  solution  to  the 
revenue  forgone  issue  that  may  perpetuate  questionable  subsidies. 

[Attachment  A] 

Interest  Still  High  in  Charity  Salaries 

most  chiefs  of  big  groups  earn  more  than  $100,000,  but  many  people  think 
that's  too  much;  flurry  of  inquiries  reported 

(By  Stephen  G.  Greene  and  Jennifer  Moore) 

Charities  are  getting  more  and  more  demands  for  information  on  how  much  they 
pay  their  top  executives.  Many  people,  especially  potential  donors,  may  not  like 
what  they  find. 

A  Chronicle  survey  of  122  major  non-profits  has  found  that  at  least  99  of  the  orga- 
nizations pay  their  chief  executives  six-figure  salaries. 

But  Kenneth  L.  Albrecht,  president  of  the  National  Charities  Information  Bureau, 
says  that  many  people  who  have  written  to  his  private  watchdog  organization  seem 
to  think  that  no  one  in  the  non-profit  world  should  make  more  than  $100,000.  Mr. 
Albrecht  says  he  has  received  a  flood  of  letters  about  salaries  in  the  past  year. 

Of  the  122  groups  in  The  Chronicle's  survey: 

Three  institutions — all  hospitals — paid  their  top  executives  more  than  $400,000. 
Mount  Sinai  Medical  Center  in  New  York  City  paid  the  most  of  any  organization 
in  the  survey:  $799,492. 

Seven  organizations,  including  the  Heritage  Foundation  and  New  York's  Metro- 
politan Opera,  paid  their  chief  executives  $300,000  to  $399,999. 

Twenty-seven  organizations  paid  $200,000  to  $299,999.  Among  them  were  the  Boy 
Scouts  of  America  and  the  Muscular  Dystrophy  Association. 

Thirty-seven  groups  paid  $150,000  to  $199,999.  They  included  the  Boys  and  Girls 
Clubs  of  America  and  CARE. 

Twenty-five  organizations,  including  Brigham  Young  University  and  Covenant 
House,  paid  $100,000  to  $149,999. 

In  some  cases,  other  employees  were  paid  much  more  than  the  chief  executive 
Georg  Solti,  musical  director  of  the  Chicago  Symphony  Orchestra,  made  $779,907. 
Two  surgeons  and  medical-school  professors,  one  at  Cornell  University  and  one  at 
Columbia,  earned  over  $l-million  each. 

Not  all  big  charities  pay  their  chief  executives  so  much.  Twenty-two  groups  in  The 
Chronicle's  survey  paid  less  than  $100,000  to  their  top  officials;  11  chief  executives 
received  less  than  $60,000.  The  John  F.  Kennedy  Center  for  the  Performing  Arts 
in  Washington  pays  nothing  to  James  D.  Wolfensohn,  its  chief  executive,  who  asked 
to  serve  without  compensation.  (The  Museum  of  Modern  Art  in  New  York  could  not 
be  placed  in  any  category  because  it  did  not  provide  salary  figures). 

Salaries  of  the  chief  executive  and  the  other  highest-paid  person  in  each  organiza- 
tion appear  in  a  table  beginning  on  this  page.  Also  included  are  top  salaries  at  nine 
philanthropy  "trade  associations,"  such  as  the  Council  on  Foundations  and  the  Na- 
tional Society  of  Fund  Raising  Executives. 

UNITED  WAY  CONTROVERSY 

Much  of  the  interest  in  non-profit  salaries  was  sparked  by  a  controversy  over  the 
$463,000  compensation  package  that  United  Way  of  America  paid  its  former  presi- 
dent, William  Aramony.  More  than  a  year  has  passed  since  Mr.  Aramony  was  forced 
to  resign — in  large  part  because  of  public  furor  about  his  pay — but  the  issue  contin- 
ues to  echo  in  the  halls  and  board  rooms  of  many  charities. 

While  much  attention  has  focused  on  the  pay  at  national  groups,  studies  of  all 
non-profits  have  shown  that  most  charity  executives  earn  only  a  fraction  of  the  sala- 
ries paid  by  the  largest  groups.  A  recent  survey  by  Abbott,  Langer  &  Associates, 
for  example,  found  that  three  of  every  four  chief  executives  earned  less  than 
$76,000. 

The  Chronicle's  survey  was  based  on  the  organizations'  tax  returns.  Under  federal 
law,  those  returns  must  be  made  public  and  must  include  a  list  of  all  salaries  and 
benefits  paid  to  a  charity's  officers,  directors,  and  trustees,  as  well  as  to  its  five 
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highest-paid  employees.  (Non-profits  do  not  have  to  provide  that  information  for 
people  who  make  $30,000  or  less.) 

Organizations  were  selected  because  they  ranked  highest  in  various  categories — 
from  colleges  to  youth  groups — on  the  Philanthropy  400,  The  Chronicle's  list  of  orga- 
nizations that  raise  the  most  money  from  private  sources. 

Figures  on  the  tax  forms  do  not  always  reflect  actual  compensation.  They  rep- 
resent only  part  of  the  salary  of  people  who  start  or  leave  a  job  part  way  through 
the  year,  for  example. 

In  other  cases,  departing  employees  receive  deferred  compensation  or  accumulated 
lump-sum  benefit  payments  that  swell  the  figure  above  their  actual  salaries. 

Additional  digging  is  sometimes  required  to  determine  the  full  compensation  of 
top  employees.  The  forms  may  be  incomplete:  The  United  Negro  College  Fund,  for 
example,  simply  answered  'Tes"  under  the  heading  "Contributions  to  employee  ben- 
efit plans,  "rather  than  listing  a  dollar  amount. 

"There  are  continuing  examples  of  when  the  amounts  reported  to  government  as 
compensation  don't  accurately  reflect  the  economic  value  people  are  pulling  out  of 
those  organizations,"  declares  William  J.  Lehrfeld,  a  Washington  lawyer  who  rep- 
resents many  non-profits.  "The  smaller  the  organization,  the  more  likely  it  is  that 
[the  salary  figure  on  the  tax  return)  is  close  to  the  total  reality." 

Mr.  Lehrfeld  notes  that  groups  have  many  ways  to  conceal  the  full  compensation 
amounts  from  viewers  of  the  tax  returns — from  establishing  special  "paymaster"  cor- 
porations to  splitting  compensation  among  several  subsidiaries. 

Nevertheless,  the  tax  forms  reveal  some  interesting  details  about  what  non-profits 
are  paying. 

At  New  York's  Lincoln  Center  for  the  Performing  Arts,  the  five  highest-paid  em- 
ployees who  are  not  officers  are  stagehands,  earning  $110,467  to  $146,820.  Only  the 
president's  salary — $315,000 — tops  that  of  the  best-paid  stagehand. 

MORE  WORK  FOR  CHARITIES 

The  public's  new  thirst  for  financial  information  has  added  significantly  to  the 
workload  of  many  non-profit  groups. 

Paul  Parham,  director  of  communications  for  ALSAC/St.  Jude  Children's  Research 
Hospital  in  Memphis,  says  his  office  has  had  more  than  60  requests  for  compensa- 
tion and  other  information  over  the  past  year,  mostly  from  individuals.  "It's  weird," 
he  says.  "People  are  calling  and  asking  to  see  the  Form  990  by  name." 

That  increase  in  demand  has  led  the  hospital  to  stop  mailing  out  the  forms  and 
instead  to  require  people  to  visit  its  offices.  "We  are  no  longer  taking  people  away 
from  our  mission  to  answer  requests  beyond  those  required  by  law,"  he  says.  "We 
are  making  no  exceptions,  because  the  cost  involved  in  making  all  of  the  copies  re- 
quested is  a  needless  addition  to  our  expense." 

Some  charity  watchdog  officials  and  government  regulars  believe  that  public  scru- 
tiny of  compensation  plays  a  big  role  in  keeping  those  figures  reasonable.  Publica- 
tion of  charity  salaries  "probably  is  a  more  effective  check  on  things  like  salaries 
than  IRS  analysis,"  says  Marc  Owens,  director  of  the  Internal  Revenue  Service's  Ex- 
empt Organizations  Technical  Division. 

"The  court  of  public  opinion  is  probably  a  more  precise  arbiter  of  what's  reason- 
able or  not,"  he  says.  "If  it  can't  stand  the  light  of  public  scrutiny  without  being 
a  scandal,  then  it's  probably — practically  speaking — unreasonable." 

Mr.  Owens  says  that  because  federal  law  does  not  specify  what  constitutes  reason- 
able pay,  the  IRS  has  been  able  to  pursue  only  "the  most  flagrant  examples  of  un- 
reasonable compensation." 

Yet  the  gap  between  what  the  public  will  tolerate  and  what  is  legally  reasonable 
may  be  too  wide,  some  observers  suggest.  Drawing  a  line  between  reasonable  and 
unreasonable  compensation  is  difficult,  observes  Mr.  Albrecht  of  the  National  Char- 
ities Information  Bureau,  "but  if  it  were  left  to  the  general  public,  that  line  would 
be  drawn  a  lot  lower  than  most  non-profit  executives  think  it  would." 

Mr.  Albrecht,  who  says  he's  received  more  mail  on  the  subject  of  charity  pay  in 
the  past  year  than  in  the  previous  seven  years  combined,  says  he  is  bothered  that 
so  many  of  the  letters  say  that  charity  salaries  should  never  exceed  $100,000.  He 
says  he  thinks  that  that  ceiling  is  too  low,  but  that  the  public  does  not  understand 
why  charity  pay  should  be  higher.  Mr.  Albrecht,  who  earned  $96,000  in  1991,  says 
board  members  need  to  be  more  vocal  in  explaining  who  non-profits  might  have 
good  reason  to  pay  more  than  $100,000. 
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SALARIES  PUBLISHED  LOCALLY 


Large,  national  organizations  haven't  been  the  only  ones  affected  by  the  increased 
scrutiny  of  non-profit  pay.  Local  non-profit  leaders  in  cities  like  Milwaukee  and  Des 
Moines  have  had  their  annual  salaries  published  in  local  newspapers. 

Such  articles  left  many  non-profit  leaders  divided  over  disclosure  of  salaries  to  the 
public.  While  most  still  say  they  support  the  principle  of  including  compensation  in 
public  documents  for  the  sake  of  accountability,  they  also  say  they  were  extremely 
uncomfortable  to  see  their  own  salaries  published. 

"It's  not  something  in  our  culture  that  is  normally  talked  about  in  polite  com- 
pany," says  one  non-profit  executive  who  asked  not  to  be  identified,  recalling  how 
many  times  he  had  had  to  explain  his  salary  of  just  over  $100,000  after  it  appeared 
in  a  local  newspaper  last  year. 

After  the  article  ran,  he  says,  he  found  himself  answering  questions  from  strang- 
ers and  from  his  own  children.  Says  the  official:  "My  kids  were  going  to  school  and 
hearing  comments  like  'Gee,  I  know  what  your  father  makes'  or  Tour  father's  been 
a  hot  topic  of  conversation  around  the  dinner  table  at  our  house.'" 

Yet,  he  adds,  "there's  got  to  be  some  level  of  discussion  that  prevents  abuses,  and 
striking  that  balance  is  the  real  challenge." 

Tracy  A.  Fine  and  Grant  Williams  contributed  to  this  article. 


43 


CM  — •* 


to  in  01  o)  mo     I 
m  m  10  ui  -<  csj 
co  q  oq  csi^  q  oo 
isi  cnj"  — •"  oo  oo  r— 


co  co  to  *r 


S£  I   I 


CNi    CO    CO 


CNJ    ^    ~-    ~^    OJ    CT> 


co  to  on  co 


CO  CO  CO  ^  ^  tO  tO  CO  CO  CO  CO 

CO  CO  CNJ  CO  CO  CO  CO  CO  CO  CO   ~ 

ur>  co  oo_  r-»  ^-#  r-*  -*»■_  co_  o  co_ 

u">  uO  to"  CO*  — ■"    H^.  CD    CX>    r^.  ^    CO 


K    I 


OOOOOOOIOOC^NOO 
CO    CO    CO    CO    CO    CO    OO    t-O    to    CO    CD 


-^  ^r  oo  on 


tO    OO    UTN    CO 


CO    ON    UTS    CO   CO    *T 


tO  to  CO  to 


OJ 


se  -§  J  g  I  _ 
-  2?  .£  '«  ^   <u 

—   O    a»  ej   Z   TZ    e    cj    .      ^= 


OJ 


aj 


.£=•   o  ■;  _.  M     .  2 


O       TO      -.--     = 


o,2  s 


=  <=>  a. 


■2  o  °.  o  £ 
2  a>  y  5  =  s  " 


■g  «,- ^  ?a  »  *  e  l   . --  «=•  M-  jj  ^ .£  - 

o    «i=    3       .  ._: raSe.S«oE*SSSoOE2[; 


O 
CD 


^    <    It    <    X    C3    ^! 


V)uJ^Sa.^2< 


-   t?    E  °  ' 


ra    ra    cl 


2.  •& 

o    o 


DO  2 


5o        JS  Jjj  a> 


■zr  o 


■&         ro 


o       -S       ^       3 


E         = 


44 


CT>  0">  Cn  Cn 


~-«  cd 


CSj  — « 


~-  O") 


Ol  O)  CVJ  -"  o  o 


CM    i/l   0> 


oo   en  CD  CSJ 


Cn    CD   CD   CO    OD 

—  i —  cd  en  r — 


o  rooois  en 
I —  oo  — •  ~^ 
cn  ~^  oo_  ~^_ 
co  en  lo  lo 


lO   CO  oo   CO   oo   r— -    UT5   CSJ  to   UO  CSJ 


OO  OO  O  lO  — '  CI  o 


CT>  CD  CD  CD  CO  CO  CO  OO  CD  CD  CD  ' 


irnoors.roooowo-'innaoNOoqcNi 

—  coco^^cdcdcdcocd^-  oc*  ■*  ^  cn  — *  cd_  cd_  uo  cn 

ro~  ^^  ~^  co~  io  cd"  co  oo  CD  ^  "-T>  cd  en  csj  lo  cd  en  CD 

CO    lT>    ~^    CO    OO    — ••— 'ininOC\rs.fO(OWU5W<D 


^^^-CD^-— 'r^-CSJCOCSJCSjCOCOCSJCSJCSJ 


CSt   OO    CNJ 


o  o  r*.  o  o  ^  to 
-    -  ^ro 

CO   CO   CD    "0"    CD    lO 

oo"  ~^  <=s  oo"  r-T  to 

OO   ~-  CSJ 


CD    CO   OO   CD    CO 

r-»  to  to  < 
rs"  x"  ^  « 
en  cd  co  ' 


£_ 


o  -s;  tr        te 


<j  =  —  -o  "'  <u 


O  '5;    =    £ 


q:     .  .2?  — " 


o 
o 


o 


£SE     .£ 


S   o  — ;   0  cj> 


»<m^ 


S  -r  .*  u  i2  g  ,2 

«    S!    3    ><       -  ~    w 

<t    tt"      qj         _     O     <L>    — 

.-"  2  u5   3   ££   £ 

I  i^i  -~ 

—     2    >-S  C£    "    c 

£  ^  <=^      <3  £ 

o  S  5  J"   a.  =:  ^ 
E  "2  "S   5   i   E=  ^ 


3°r 
uj  a> 
or    o 


§.3 

5:  "o 


O  CD 


— '       £       -E       O 

f      *     s     *     f 


is  O  J2 


c3   =        z 


45 


~->         o 


CT>  CT» 


CNJ  OO 


o  a)  m  to  o~>  to 
oo  ^  to  lO  OO  o 
CO   tO  CNJ  CNJ   to  0*1 


■^inioo^mtfloro 


U")OO00<DO00OlDacDCSJCT)OOO00Oa» 


o  to  ^r 


coLOLOu-JCxjr^rorocorotOO^i 


ir>  cnj  cnj  co  lo 


00  co  00  to  co  00 


0    E 


2i2 


—    a}    (_> 


^   55  a    ~ 


■Si2 


~    =  a.  o_   a> 


_-  i  a-    a>  ^ 


Uj     O 


0 

_p 

Q- 

0 

1 

CO 

c/o 

al 

S 
0 

0 
0 

0 

■0 
> 

i 

O 

1 

CO 

0 

I 

be 

« 

3: 

ro 

i 

q 

□a 
a. 

E 

TO 

0 

0 

UJ 

E 
5 

1 

00 

C_> 

0 

E 

0 

2 
fe- 
ci 

UJ 

0 

CD 

_     -a 


t4       -«       S 


5E.se 


~-  to 


CO   CO   to 


■c  -  t  on  cnj 
to  ^^  co  cm  es 
00  csj  r^  cnj  to 


oorocsjoinifitUfn^-OM 


m  a>  o  cm 


C3  OO  OO   C7^   OTS 


o  00  to  to  U">  CO 


i2  J? 


l3 

O    = 


S      «)      ^       W 

j=  e  -2  £  •£  2? 

<u    S    i=   -~  "<=    <i> 
-    a>  i=>    a.'""  .y 

H  =  "=  J=    e=  —  «     >-r    S 

>ii  o  3  m  §  -3  -    °  5  ,3 

o-sagjssgss13. 
^E^^y^-s-gss 

Ri  <?5  £-  <r>  ^  _-  £  -^  °-  Si 


43   m        w 


g-  .2  =  =  s  = 
55  £  £  X  J3  -S 


E  2  Z        «   £   E  a  3  Z 

O   uJ     ^     •>    >--?  CJ  UJ   ^    S 

»S  S  _j  JS  _j  iE  o 


OO  £ 

a.  aj 

GO  ^ 

s  '5     <s 


2  OO  OJ  a>  w 


-tr         o 


ai        iz         zl 


E         & 

o        i3 


46 


»ro  us  r*.  cm  o  w 

<X>   <^    ~^    O   O    *3"    CO 


oo^-fU3ooaoooo 
ootDO^-toinoofoo 

O    O   i/5   CT)   fO    CSJ    O   CD   CD    lO 

in  o  oo  f*-"  to"  ^r  o"  cm"  cz>  in 

CsiOO— '   (D   CM    Ol    OO   CT)   fO    tD 


CU     O    l3 


>  Q- 

■^5     CO 

II  j 


CO 

I 


o 
o 


it  °° 

=    E 


oSS°^o^-^coij 


■*-  <u 


V         X         S  *  * 

°       u!       u!       ^J       *" 


CD  ~- 


— •  CD 


CD*  P*C 


CO    COlD<DfO^OOOO 

0>  oo  r--  ^-»  *-»  CD 


r-»  co  o 

—    CM    IT)    i 

oo  to  CO  oo  oo 


-Minooui 


co   lO  CO  CM   CD 


O      CU 


o    £  o_ 

iS 


2     M    O)    ■»    « 

l/>     TO     ^      to     =>     ^ 

-2  „,-o   5 


,o  5  -    a,"      .      .-"-Co. 


5  S  uutc  5m 


HI      Q.   -= 


w"  CO 


3  o  co  z  3 


~      2      = 

1  i  I 


=      '8 


2       « 


47 


~-t  —*  CM 


— *        e> 


en         r-^ 


est  — 


co  o  in  in  cd 
csi  ltj  ^r  csi 


CD    — .    —     — 


*3-    CO 

CS1_   CSJ 

^"  co" 

CSJ    CSI 


•HCO(£>smio 


csi  tr>  urs  lo 


*T    -«J    OO   O   ID   <J»   UD   CM 

cncsiooorsx^to 


-h  ^  o  ^r  in 
fo  oooc\ 
•"!  *"*.  ^t  '"I  r"-- 
co"  co"  cd  un"  cd" 

CSI    ~^    ~^ 


f-^   CD   CD    ^-»   CD 


oootoooa 

CD   CD   CO   Cn    lO   CD    CD    CD 


OO    CD   CD   OO   CSI    CO   i 


CD    CD   CD    CD 


CSICSlCDCDCDcOCOCDCOCOCDCDCD 


CO   ~^    ^ 


CD  CO  CT>  OO  •— •  cr» 


CD   OO    CD    •** 


0">    CSI    CO 


oo  — •  p*^  csi  r-^ 
csi  csi  ~-  ~^  «— • 


—  3>  o- 


tf^ 


CL.    c= 


£  >    3    ,«    «    S    S  >  ^  >    =  *=  "55  *2 

*ifais"l*Sl£s"|i 

d^oiio<-g«  |  °  ^  ^  £  "-  if 

S    2  o  ^  -o    «    o*>  £J    C*  <u 

as  jg  S.  jC  =   E  £     . "»    S    o  e  ~  — 


!rJ    O-  ■=  ■£"  2?  <=>■  ■•-    _ 
12   2   2   £•  2°  —  -S   E 


±£ .»  8  4  fl  =8 


■^    -  —  ><  °o 


i3    ^   5 


~  _•  <*=  -■    w  ^  °=  S 


C3  m  _j     >_  .OJ 


E         >- 


-£         ^  * 


s 


—         oo 


fc;      .a      j& 


"&        £ 


S1     -3      2      -e      s      ■= 


48 


cr>  txi  to 
r^.  r^.  co 

lTI    — -"    CNJ 

<■"  w  o> 


oo  cm  in 


orncsiafocsjoocn 
OtoroCMOo<£>coro 


•h  men 


-HinotOincNOOc?^ 


r^  cm  o^  w  (£>  o 
U3  ~-»  ^r  r^  o~> 
csi  ro  oj  r*-_  co 

oo   ^-    CSI    — ■ 


^-^OOC>OOC=>C3t£3000tDCr><T)'^rO 


PvCOtfi 
CM   CNJ  CO   CXI   CO  est  CSI   CO 


O   CO    O)    ^-    lO   03 


s£s^ 


-•  o  ^  y  ° 


■5    J)    2? 


OJ      TO     <U     ro     ^-"    <l>      — 


r-.  o 


oo^r 


o  o  m 


ooo 

Osl  csj   — • 


-h  in  >ncx) 


o  i-3 


°  "S  s 


=  "£<£' 


S 


•M       S:        o       •= 


■o         .2? 


—  «S  = 


c        o         ,_ 


1     e     i 

3     iM     •& 


I!     si  s'i 


si 


"So  eo 


S  * 


—      ■=»  o 


49 


CNJ  — ■* 


CNJ  — ' 


^  ~-  CNJ 


— .         — .        cd 


CNj  — • 


to  — • 


CO  tO  o 

CNI    OJ    lD    UD 


tOCMO 


to  CO 

oq  r*._ 
rn  cnj" 


I    I 


en         — -•         r-» 


cd  cd  cd  en 


CO    OO   ^   ^    CM    O   ' 

en  ro  co  cd  ui  •"-<  ro  o  m  ro  en 


OUJiDOOO-- 


U"S  Oj  en  to  CD  to  Cn 


^    (fl    P*.   CO 


cocooo 


CO    ^h    CO   ID    ID   CM 


^t  o  in  cvj  ro  10  -h 


O   CD   CO 


oj   o   Sr  — > 
S  2    <->  _. 


a>  o 
ct   E 


E  £  £ 

s  ^co* 


te  .2    w    e  o  , 


o    «♦; 


M 

ce 

2r 

3= 

-S 

Ll_l 

CO 

CO 

ra 

LU 

E 

s 

31 

</> 

1= 

a> 

£ 

■3 

J= 

i 

CO 

E 

O 

_CD 
CO 

°uj   gn 


o-  £  E 
._-  o  .S> 


i2  >,  t;  o  o  e 


co  .E    o  -^£ 


=*=  o?  "£  s  -^  &  "E  "5 

2   ._    o  o  ce  ce  -g  ce 


■■    .5?  ■-" 

>     5     QO 


E,  ~  s 
_  to  -o 

<Q.UJ 


ce  ce  co  2  co  .2. 


E 
■5  o 


^  —   ^    oo 


S   Q-   S   O   > 


<-«  CD  ~"  i— '. 


CO  £  — 


3         S        2 


CO         •  = 


o        != 


—         > 


■c:         o 


inoo 


oncouoinoo 


Cn  *3"    CD 

CD 

CD    ~-« 

lO  lo 

CD   -^   O 

m 

r—  CD 

O 

E 

c 
:> 

a 

-0 

-S  -  £  _•  £  .2 

w  .2  o-  -^  ct      . 


M*    E 


V  OJ 


£  ~  C3  C3 

O  .2  O  O 


50 


CD  —  — i 


to         ^-» 


— •        ^r 


to         r-* 


fO    O)    CD 


0)tD(I50)OU30»t 
O   CO    tO    lO   CSJ    ■ 


CD    ' —    OJOCsliOOOOOCNN 
CD    <X3    ^  f"-*    LO    CT>   CD_  lO    OO   CD   LO   CD 

"  cd~  — *  oo  csT  ro  ud"  oS"  csT  cd~  — «~ 


CM    CM    C^    CM   tD    CM    Ol 


CD   OO   CD 


■1  —    E    e 

2?  S  o  -S  ~ 


w  !S  Q-    uT    <->    3£ 


£'^ 


o 

CD 


CD 

I — 


— 1    I—    <t   I—   u- 


■& 


£     1 


oo        r^        i:        i; 


CT>r»-ooo^HincvjcnincM 


OOfO 


Oi/IOOCDOOCMID 


en  to  lo  i 


lO   CM   <X)   -^    tD    ' 


g      :  —  O 
O    w    c    a> 


i2  g 


~  .2    o    a>  .2 

m    o    o  ■=   *- 


i2  * 


=  t:  2 


e  e 


<T  CO  ©     OS 

— '    v)  *    o    <"    £ 
_;  jr    ro  jz  t    "  £; 


i-om   °h   °EiZxa 


■S      -s      i 


t  cm  ^r 


-^  CO 


rooto  — 
cn_  o  Csi  o 
cnj"  r-*T  en  ro" 


ocnoooto 


cn  lo  cn  CD  lO 


:    a> 

:    <_> 

!  "g 
:  co 

:  _o 

*c= 

TO 

—    ~=*     O 


^sa.K^K^ 


S    if    c= 

z  ^  .2 

O      TO 


Pi 


«I  <I  <_3  O 


51 


O**  CT>  0">    0"> 


CNJ  0">    CM 


lO     OO 


CM  O  O  O     O    O 

~^  C3  tO  CNJ 

— '  CSJ_  to  o 

0">  to"  0*>  ^ 


orsTtoo^ao) 
oi^fNiOoroinoo 


c>  o   ur>   lt>  o*» 


^-  .2  «L    Si 

i  "^  ==  a. 

y    <->  -S    i> 

"*    S  K    « 

-    l2  <U      > 


a-     aj   ~    ^_: 


-    «   S  £   J    2   = 
"5  i2   £    i   £    *   t/> 


o  </s  .22    o 

o         *>        5   ... 


-o  


||oc   »«  g  •-  _,  £    2    S    5  '5"         2 

™    =    ™    °    5    =  g|o.HE    «    =    =         °*-2  w  J 

=    J-;    ;5  EroS^-.E'-'s-^^'™  Si 

§   ^  S  «=°^o   =  =   5  o  .2  ;£   S   S  .2  !s-  ££3 

=    83is>»EE«°.SS"5.2s5§.S.!.S 


a0O£30-UJ«COOi 


LsE-o;f;S&Ee--55.5-S.  _ 

'SsseSeo'Seee  g 

a>    "    —    tuajo^TOOooo  t: 

cc.E^G0a:c_>.Ec/?C3OOO  =» 


52 

Response  to  Written  Questions  Submitted  by  Hon.  John  T.  Myers  to  George 

W.  Haley 

Question  1.  In  your  testimony  you  stress  that  the  ability  of  the  Commission  to 
perform  certain  tasks  is  contingent  on  access  to  reliable,  accurate  data  from  the 
Postal  Service.  Has  the  Commission  had  difficulty  obtaining  this  information  from 
the  Postal  Service? 

Answer.  Yes.  As  indicated  in  response  to  other  questions  from  the  Committee,  the 
Postal  Service  has  not  yet  responded  to  a  December  31,  1992  request  for  information 
and  data  the  Commission  considers  central  to  the  preparation  of  a  report  on  inter- 
national mail.  If  the  data  are  not  produced  in  time  to  be  evaluated  before  the  July 
1993  deadline,  we  believe  the  report's  value  to  Congress  will  have  been  needlessly 
compromised.  An  additional  recent  concern  is  that  the  Postal  Service  has  indicated 
that  it  has  discontinued  its  longstanding  practice  of  publishing  summaries  of  operat- 
ing results  by  accounting  period  ( 13  per  year)  in  favor  of  quarterly  reports.  We  do 
not  have  firm  knowledge  of  whether  the  Postal  Service  is  planning  additional 
changes  in  its  data  collection  or  reporting  practices,  but  we  are  concerned  that  the 
Service  might  unilaterally  suspend  collection  of  information  essential  to  our  rate- 
making  responsibilities. 

There  is  another  good  example  of  how  the  Postal  Service's  recent  practice  of  jeal- 
ously guarding  internal  operating  data  can  prevent  the  Commission  from  undertak- 
ing important  analytical  tasks.  Recently  a  broadly-based  consortium  of  commercial- 
mailer  organizations  asked  the  Commission  to  explore  the  impact  of  automation  on 
several  aspects  of  Postal  Service  operating  costs.  The  hope  was  that  studying  these 
questions  between  rate  cases,  as  opposed  to  during  a  case  subject  to  severe  time  con- 
straints, would  foster  careful  and  considered  analysis  of  these  complex  problems, 
and  improve  our  ability  to  understand  what  causes  certain  Postal  Service  costs.  If 
this  inquiry  was  successful,  both  mailers  and  the  Service  would  be  better  off  for 
knowing  that  rates  reflected  proper  cost  attribution.  This  project  was  docketed  by 
the  Commission  as  RM92-2. 

This  is  another  instance  of  where  the  Postal  Service  has  exclusive  access  to  all 
the  relevant  data.  Initially,  the  Service  has  resisted  providing  any  of  the  relevant 
information  outside  of  a  formal  rate  case.  It  is  my  hope  that  we  still  may  be  able 
to  encourage  a  cooperative  effort  and  achieve  a  positive  result  in  this  area.  It  seems 
to  me  that  it  would  be  a  worthwhile  "reform"  if  some  meaningful  analysis  could  be 
undertaken  and  completed  without  the  adversarial  atmosphere  that  sometimes 
arises  in  a  formal  rate  case.  But  our  ability  to  make  progress  in  this  area  will  de- 
pend on  the  Service's  willingness  to  allow  public  access  to  information  about  its  op- 
erating results.  Presently,  we  have  no  other  mechanism  to  access  this  data. 

Question  2.  In  your  testimony  you  mentioned  the  Joint  Task  Force  on  Postal  Rate- 
making  Reform,  what  is  the  status  of  the  task  force  and  do  you  believe  now  is  the 
time  for  postal  reform? 

Answer.  The  Joint  Task  Force  dissolved — as  originally  anticipated — shortly  after 
issuing  its  June  1992  report,  "Postal  Ratemaking  in  a  Time  of  Change."  In  my  opin- 
ion, the  dissolution  of  the  Task  Force  had  no  direct  effect  on  its  major  recommenda- 
tions which  were  incorporated  in  Commission  rulemaking  Docket  No.  RM91-1. 
These  recommendations  included,  among  other  things,  the  extended  four-year  rate 
case  cycle  (popularly  referred  to  as  the  "two  by  four"  proposal  because  of  its  provi- 
sion for  a  mid-cycle  review);  band  rate  provisions;  and  the  appearance  of  a  general 
policy  witness  on  behalf  of  the  Postal  Service  in  omnibus  rate  cases.  The  Commis- 
sion still  anticipates  additional  rulemaking  proceedings  on  other  Task  Force  rec- 
ommendations, such  as  procedures  for  test  marketing  new  services,  and  on  the  par- 
ties' general  suggestions  for  improvements  in  Commission  procedures. 

As  you  may  know,  by  Order  No.  968  (issued  March  19,  1993),  the  Commission  re- 
luctantly withdrew  the  proposed  rulemaking  described  above.  Withdrawal  was 
based  largely  on  the  Service's  statement  (reflected  in  formal  comments  filed  in  re- 
sponse to  the  rulemaking)  that  it  does  not  support  the  proposed  two-phase  four-year 
rate  cycle  which  was  the  linchpin  of  the  Task  Force's  rate  case  reform  proposals. 
The  Governors  were  also  invited  to  express  separate  views  on  this  proposal,  but 
they  chose  not  to  do  so.  In  the  face  of  the  Service's  unwillingness  to  make  an  institu- 
tional commitment  to  the  proposed  cycle  of  rate  cases,  we  could  only  conclude  that 
the  Task  Force's  main  proposal  lacked  the  critical  support  needed  to  succeed  with 
the  larger  postal  community. 

I  do  not  think  that  this  means  that  some  other  type  of  reform  is  necessary.  To 
the  contrary,  I  think  the  present  system  balances  the  needs  of  the  Postal  Service, 
business  mailers  and  the  general  public  quite  well,  and  I  see  the  lack  of  support 
for  the  Task  Force's  suggestion  as  evidence  that  radical  changes  in  the  system  for 
setting  postal  rates  are  not  necessary. 
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Question  3.  In  your  testimony  you  mentioned  that  the  Postal  Service  may  be  in 
the  process  of  redefining  each  category  of  mail.  What  is  the  purpose  of  this  and 
could  it  occur  prior  to  the  next  rate  case?  Would  the  practical  impact  of  this  change 
simplify  the  classification  schedule  or  make  it  more  complex? 

Answer.  It  is  my  understanding  that  the  Postal  Service  hopes  to  complete  its  re- 
view of  the  existing  classification  of  mail,  and  to  propose  improvements  to  that  clas- 
sification system  by  the  end  of  this  calendar  year.  If  the  Postal  Service  can  meet 
that  goal,  the  Commission  should  be  able  to  review  its  request  and  issue  a  rec- 
ommended decision  before  the  next  omnibus  rate  case. 

Postmaster  General  Runyon  has  indicated  a  desire  to  make  postal  rates  simpler 
and  easier  to  use,  but  as  no  specific  reclassification  proposal  has  yet  been  made,  I 
cannot  state  whether  the  practical  impact  of  any  changes  will  be  to  make  the  classi- 
fication schedule  more  user-friendly  or  more  complex. 

Question  4.  What  is  the  status  of  your  inquiry  into  the  feasibility  of  creating  a 
class  of  mail  for  mailers  who  utilize  recycled  paper? 

Answer.  The  Commission's  inquiry  into  the  feasibility  of  rate  incentives  for  mail- 
ers who  use  recycled  paper  was  established  as  Docket  No.  SS93-2,  Recycled  Mail 
Incentives,  and  noticed  in  the  December  29,  1992  issue  of  the  Federal  Register  [57 
FR  61936].  The  notice,  which  also  posed  a  series  of  questions  for  discussion,  invited 
comments  from  interested  parties  by  May  1,  1993.  As  of  April  15,  1993,  the  Commis- 
sion has  received  37  comments.  Of  these  submissions,  about  half  are  from  persons 
or  organizations  with  ties  to  envelope  manufacturing  or  the  paper  industry;  the  re- 
mainder generally  are  from  environmental  interests,  consumer  groups,  local  govern- 
ment entities  and  interested  individuals.  At  the  close  of  the  public  comment  period, 
the  Commission  will  review  all  submissions  in  the  broader  context  of  the  inquiry 
that  has  been  requested. 

Question  5.  Has  the  White  House  made  any  nominations  for  the  slots  available 
on  the  Commission? 

Answer.  To  my  knowledge,  the  White  House  has  not  submitted  nominations  for 
the  two  available  seats  on  the  Postal  Rate  Commission. 

Response  to  Written  Questions  Submitted  by  Hon.  Don  Young  to  George  W. 

Haley 

Question  1.  As  this  Commission  is  pondering  the  question  of  Revenue  Forgone, 
does  the  Postal  Rate  Commission,  at  this  time,  have  a  proposal  for  the  Committee? 

Answer.  The  Postal  Rate  Commission  does  not  have  a  specific  proposal  for  dealing 
with  the  question  of  revenue  forgone.  The  Commission  has  studied  aspects  of  this 
problem  twice  in  the  past  few  years.  In  1986,  and  again  in  1991,  the  Commission 
recommended  setting  up  separate  subclasses  for  mail  sent  by  preferred  organiza- 
tions. The  Commission  also  recommended  that  the  eligibility  criteria  for  "preferred 
treatment"  should  be  tightened,  and  some  of  our  recommendations  were  imple- 
mented. We  have  not  developed  additional  recommendations. 

Question  2.  Do  you  believe  the  Postal  Service  will  cooperate  with  the  Commission, 
in  regards  to  responding  to  various  studies  and  reports  requested  by  Congress? 

Answer.  In  the  past,  the  Service  has  cooperated  when  the  Commission  has  under- 
taken congressionally-mandated  studies.  The  Postal  Service's  failure  to  provide  data 
requested  in  the  current  international  mail  inquiry  [Docket  No.  SS93-1]  is  a  cause 
for  concern.  As  the  Commission  has  indicated  in  the  past,  the  Service  often  is  in 
the  unique  position  of  being  the  sole  collector  or  guardian  of  material  essential  to 
meaningful  analysis  of  certain  issues.  Cooperation  should  not  depend  on  the  good 
will  of  the  respective  agency  heads  or  top  management,  but  should  be  standard  op- 
erating procedure. 

Question  3.  Is  there  any  action  that  Congress  could  undertake  that  would  benefit 
the  Postal  Rate  Commission  in  carrying  out  its  responsibilities  more  effectively? 
(Enacting  legislation) 

Answer.  The  Commission  does  not  appear  with  a  legislative  agenda.  The  Postal 
Service,  business  mailers,  and  the  general  public  have  all  been  well  served  by  the 
current  process  for  establishing  postal  rates  and  classifications.  Notwithstanding 
that  fact,  there  were  several  bills  introduced  in  last  session  which  would  have  al- 
lowed the  Commission  to  carry  on  its  responsibilities  more  effectively. 

One  bill  would  have  actually  reduced  the  time  allowed  for  rate  cases  by  requiring 
that  the  Postal  Service  submit  specified  relevant  information  prior  to  filing  rate  re- 
quests. Another  bill  would  have  provided  a  mechanism  for  the  Rate  Commission  to 
enforce  requests  for  needed  information  made  during  formal  proceedings.  The  lan- 
guage of  this  bill  was  very  similar  to  one  introduced  by  Congressman  McCloskey 
during  the  101st  Congress. 
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A  third  bill  would  have  given  the  Commission  final  decision  authority.  This  is  a 
suggestion  previously  offered  by  the  Commission  as  a  way  to  expedite  the  rate- 
making  process  and  focus  accountability.  Presently,  the  Commission  makes  rec- 
ommendations to  the  Governors  of  the  Postal  Service,  who  then  must  act  on  those 
recommendations.  Making  Commission  decisions  final,  albeit  subject  to  requests  for 
reconsideration,  would  eliminate  a  confusing  and  time  consuming  layer  in  the  proc- 
ess. 

Finally,  a  bill  was  introduced  which  would  give  the  Postal  Rate  Commission 
standing  to  participate  when  a  Court  of  Appeals  is  reviewing  a  Commission  decision. 
Under  current  law  the  Postal  Service  must  attempt  to  explain  the  Commission's  ra- 
tionale to  reviewing  courts.  This  has  proven  unsatisfactory,  especially  when  the 
Commission  decision  includes  positions  opposed  by  the  Postal  Service  during  the  ad- 
ministrative proceeding. 

In  our  opinion,  any  or  all  of  these  bills  would  have  salutary  effect. 

Mr.  Clay.  Yes.  Did  you  indicate  that  Mr.  Crutcher  had  his  own 
statement? 

Mr.  Haley.  I  did  earlier,  Mr.  Chairman. 

Mr.  Clay.  Did  you  want  to  speak,  Mr.  Crutcher? 

Mr.  Crutcher.  Thank  you,  Mr.  Chairman.  I  appreciate  the  op- 
portunity to  be  heard. 

I  would  like  to  comment  on  our  relationship  with  the  Postmaster 
General.  While  we  have  some  minor  concerns,  I  would  like  to  take 
just  a  moment  to  commend  Postmaster  General  Runyon  and  his 
staff  lieutenant,  Mr.  John  Alepa,  who  appeared  before  us  a  while 
back. 

For  15  years,  the  Postal  Rate  Commission  has  made  repeated  re- 
quests of  the  Postal  Service  to  study  the  effect  of  weight  on  postal 
costs  in  all  classes  of  mail.  We  initiated  our  first  recommendation 
for  such  studies  in  the  rate  case  of  1977  and  repeated  the  request 
on  all  the  rate  cases  of  the  eighties  and  again  in  the  omnibus  rate 
case  of  1990.  Until  Postmaster  General  Runyon  came  on  the  scene, 
the  Postal  Service  consistently  stonewalled  our  data  requests  in 
this  most  basic  and  fundamental  area.  Now  the  logjam  has  been 
broken.  Mr.  Alepa  has  informed  us  that  the  USPS  is  undertaking 
such  cost  studies  during  this  calendar  year  and  intends  to  reflect 
the  results  of  those  studies  in  the  next  omnibus  rate  filing,  which 
will  probably  come  some  time  in  late  1994  or  1995. 

Mr.  Chairman  and  members  of  the  committee,  this  is  a  huge  step 
forward  and  should  result  not  only  in  better  understanding  the  ef- 
fect of  weight  on  cost  but  also  result  in  less  friction  between  the 
PRC  and  the  United  States  Postal  Service.  As  you  know,  the  Postal 
Service  is  now  suing  the  PRC  in  large  part  because  of  our  dif- 
ferences of  opinion  about  the  attribution  of  carrier  street  time. 
Studies  of  this  nature  will  create  better  mutual  understanding  of 
the  problems  involved  and  the  PRC  and  the  USPS  and  the  Con- 
gress will  benefit  from  the  studies. 

Now,  Mr.  Chairman,  according  to  your  letter  of  February  24 
when  you  invited  us  to  appear  before  your  committee,  you  very 
generously  gave  us  permission  to  address  whatever  postal  issues, 
as  you  said,  we  might  wish  to  raise. 
Mr.  Clay.  Within  certain  bounds.  But  go  ahead. 
Mr.  Crutcher.  And  I  have  a  statement  about  the  public  policy 
dilemma  that  we  all  face  regarding  nonprofit  mail. 

My  term  has  expired  on  the  Postal  Rate  Commission,  and  in  a 
short  time  President  Clinton  will  appoint  somebody  to  my  position. 
I  have  served  more  than  11  years,  longer  than  any  Commissioner 


55 

since  postal  reorganization  in  1970,  so  my  thoughts  reflect  consid- 
erable exposure  to  the  complex  issues  involved. 

President  Clinton's  Office  of  Management  and  Budget  publica- 
tion, "A  Vision  for  Change  for  America,"  stated  this  about  the  post- 
al subsidy:  "This  postal  subsidy  is  an  inefficient  means  of  support- 
ing charitable  and  nonprofit  organizations,  particularly  compared 
to  the  support  provided  by  the  tax  deduction  allowed  for  charitable 
contributions.  Additionally,  loopholes  exist  that  allow  some  mailers 
to  take  advantage  of  this  system.  For  example,  certain  special  in- 
terest lobbying  groups  can  mail  at  reduced  rates." 

I  agree  with  that  statement.  I  feel  the  time  is  right  to  scuttle  the 
entire  appropriation,  excepting  only  free  mail  for  the  blind  as  cur- 
rently constituted.  If  Congress,  in  its  wisdom,  feels  that  beneficial 
organizations  such  as  the  American  Red  Cross,  the  American  Can- 
cer Society,  the  Salvation  Army,  and  so  on,  merit  support,  a  line 
item  appropriation  would  be  much  more  efficient.  If  veterans'  orga- 
nizations, in  the  opinion  of  Congress,  merit  subsidy,  a  more  appro- 
priate vehicle  might  be  a  direct  subsidy  to  organizations  like  the 
American  Legion,  the  Veterans  of  Foreign  Wars,  and  the  Disabled 
American  Veterans. 

Mr.  Chairman,  President  Clinton's  effort  to  deal  with  this  public 
policy  issue  in  a  rational  manner  is  not  unlike  the  proposals  of 
Presidents  Bush  and  Reagan,  and,  so  far  as  possible,  it  should  be 
treated,  in  my  opinion,  in  a  nonpolitical  and  nonpartisan  manner. 

The  Consolidated  Omnibus  Budget  Reconciliation  Act  of  1985  di- 
rected the  Postal  Rate  Commission  to  conduct  a  study  of  several 
mailers,  affecting  the  revenue  appropriation  for  preferred  cat- 
egories of  mail.  In  response  to  that  directive,  we  surveyed  the  non- 
profit mail  stream  to  identify  the  principal  users  of  the  subsidy.  We 
found  the  breakdown  as  follows:  educational,  32.6  percent;  reli- 
gious, 26.2  percent;  phone  traffic,  24.7  percent;  and  others  spread 
out  below  that. 

As  indicated  in  the  aforementioned  table,  we  found  the  largest 
volume  of  subsidized  mail  was  education  related,  and  a  very  sub- 
stantial part  of  that  group  of  mail  originated  from  public  institu- 
tions supported  by  State  and  local  taxes. 

We  know  also  that  most  State  and  local  governments  operate  on 
a  cash  basis  under  statutes  mandating  a  balanced  budget.  As  a 
whole,  their  treasuries  are  in  far  better  shape  than  the  Federal  cof- 
fers, a  problem  Congress  is  striving  desperately  to  correct. 

The  general  scope  of  the  problem,  or  demand  on  the  Treasury, 
for  the  past  10  years  is  given  in  chart  one  attached  to  this  state- 
ment, which  will  show  in  the  record,  which  shows  that  recent  mod- 
eration due  to  the  equal  markup,  letter-flat,  and  other  efforts  to 
economize. 

I  am  a  regular  churchgoer,  but  I  do  not  believe  the  Federal  Gov- 
ernment should  subsidize  my  church's  mail  or  that  of  any  other  re- 
ligious institution.  When  my  Methodist  bishop  reads  this  state- 
ment, he  will  probably  excommunicate  me,  but  frankly  I  can  think 
of  no  compelling  societal  reason  why  the  taxpayers  should  be  called 
upon  to  pick  up  any  part  of  the  postage  tab.  I  find  it  somewhat 
troublesome  for  the  Government  to  borrow  money  to  subsidize  a 
church  mailing  today  which  will  create  a  debt,  burdening  the  same 
church  members,  their  children  and  grandchildren,  for  generations 
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to  come.  I  am  also  troubled  that  we  ask  atheists  to  help  subsidize 
religious  institutions,  but  I  don't  want  to  venture  too  deeply  into 
that  quagmire.  It  is  sufficient  to  say  that  elimination  of  the  subsidy 
will  solve  the  problem. 

The  statement  I  quoted  above  referred  to  certain  special  interest 
lobbying  groups  who  mail  at  reduced  rates.  This  is  an  opportune 
time  for  the  Federal  Government  to  eliminate  the  subsidy  for  them 
all. 

Mr.  Clay.  Mr.  Crutcher,  I  would  appreciate  if  you  would  bring 
your  statement  to  a  close.  It  is  going  to  be  entered  into  the  record. 

Mr.  Crutcher.  Sure.  I  will  end  it  here,  Mr.  Chairman,  and  it 
will  be  read  into  the  record. 

[The  prepared  statement  of  Hon.  John  W.  Crutcher  follows:] 

Prepared  Statement  of  Hon.  John  W.  Crutcher,  Commissioner,  U.S.  Postal 

Rate  Commission 

Mr.  Chairman  and  members  of  the  Committee,  your  letter  of  February  24,  invit- 
ing the  Postal  Rate  Commission  to  appear  before  you,  very  generously  gave  us  per- 
mission to  address  whatever  postal  issues  we  might  "wish  to  raise."  Accordingly,  I 
have  prepared  a  few  remarks  on  the  public  policy  dilemma  that  we  all  face  regard- 
ing nonprofit  mail. 

My  term  has  expired  on  the  PRC  and  in  a  short  time,  President  Clinton  will  ap- 
point someone  to  my  position.  I  have  served  more  than  11  years,  longer  than  any 
Commissioner  since  postal  reorganization  in  1970,  so  my  thoughts  reflect  consider- 
able exposure  to  the  complex  issues  involved. 

President  Clinton's  Office  of  Management  and  Budget  publication,  "A  Vision  of 
Change  for  America,"  stated  this  about  the  postal  subsidy:  'This  postal  subsidy  is 
an  inefficient  means  of  supporting  charitable  and  nonprofit  organizations,  particu- 
larly compared  to  the  support  provided  by  the  tax  deduction  allowed  for  charitable 
contributions.  Additionally,  loopholes  exist  that  allow  some  mailers  to  take  advan- 
tage of  this  system;  however,  certain  special  interest  lobbying  groups  can  mail  at 

I  agree  with  that  statement.  I  feel  the  time  is  right  to  scuttle  the  entire  appropria- 
tion, excepting  only  "free  mail  for  the  blind,"  as  currently  constituted.1  If  Congress 
in  its  wisdom,  feels  that  beneficial  organizations  such  as  the  American  Red  Cross, 
the  American  Cancer  Society,  the  Salvation  Army,  and  so  forth,(  merit  support,  a 
line-item  appropriation  would  be  much  more  efficient.  If  Veterans'  organizations,  in 
the  opinion  of  Congress,  merit  subsidy,  a  more  appropriate  vehicle  might  be  a  direct 
subsidy  to  organizations  like  the  American  Legion,  the  Veterans  of  Foreign  Wars, 
and  the  Disabled  American  Veterans. 

Mr.  Chairman,  President  Clinton's  effort  to  deal  with  this  public  policy  issue  in 
a  rational  manner  is  not  unlike  the  proposals  of  Presidents  Reagan  and  Bush.  Inso- 
far as  possible,  it  should  be  treated  in  a  nonpolitical  and  nonpartisan  manner. 

The  Consolidated  Omnibus  Budget  and  Reconciliation  Act  of  1985  directed  the 
Postal  Rate  Commission  to  conduct  a  study  of  several  matters  "affecting  the  revenue 
forgone  appropriations  for  preferred  categories  of  mail."  In  response  to  that  directive 
we  surveyed  the  nonprofit  mailstream  to  identify  the  principal  users  of  the  subsidy. 
We  found  the  breakdown  as  follows: 

Percent 
Organization  °^w>'"'^ 

Educational 32.6 

Religious  26.2 

Philanthropic  %'L 

Scientific  °-** 

Veterans 5* 

Fraternal f.9 

Other  (labor,  agriculture,  political,  etc.)  1" 

Total  100.0 


1  In  Table  1  attached,  the  1991  USPS  subsidy  for  "Free  mail  for  the  blind  and  Overseas  Vot- 
ers" was  $36  million. 
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As  indicated  in  the  aforementioned  table,  we  found  the  largest  volume  of  sub- 
sidized mail  was  education  related  and  a  very  substantial  part  of  that  group  of  mail 
originated  from  public  institutions  supported  by  State  and  local  taxes.  We  know  also 
that  most  State  and  local  governments  operate  on  a  cash  basis,  under  statutes  man- 
dating a  balanced  budget.  As  a  whole,  their  treasuries  are  in  far  better  shape  than 
Federal  coffers,  a  problem  Congress  is  striving  desperately  to  correct.  The  general 
scope  of  the  problem  or  demand  on  the  Treasury  for  the  past  10  years  is  given  in 
Chart  1  (attached),  which  shows  recent  moderation  due  to  the  equal  markup,  letter- 
flat  and  other  efforts  to  economize. 

I  am  a  regular  church  goer  but  I  do  not  believe  the  Federal  Government  should 
subsidize  my  church's  mail  or  that  of  any  other  religious  institution.  When  my 
Methodist  Bishop  reads  this  statement,  he  will  probably  excommunicate  me,  but 
frankly,  I  can  think  of  no  compelling  societal  reason  why  the  taxpayers  should  be 
called  upon  to  pick  up  any  part  of  their  postage  tab.  I  find  it  somewhat  troublesome 
for  the  government  to  borrow  money  to  subsidize  a  church  mailing  today,  which  will 
create  a  debt,  burdening  the  same  church  members,  their  children  and  grand- 
children, for  generations  to  come.  I  am  also  troubled  that  we  ask  atheists  to  help 
subsidize  religious  institutions  but  I  don't  want  to  venture  very  deeply  into  that 
quagmire.  It  is  sufficient  to  say  that  elimination  of  the  subsidy  will  negate  the  prob- 
lem. 

The  statement  I  quoted  above  referred  to  certain  "special  interest  lobbying 
groups"  who  mail  at  reduced  rate.  This  is  an  opportune  time  for  the  Federal  Govern- 
ment to  eliminate  the  subsidy  for  them  all.  President  Clinton  and  responsible  lead- 
ers of  both  parties  are  attempting  to  chop  away  at  burdensome  deficits.  I  think  peo- 
ple everywhere  understand  that  there  must  be  some  changes  in  government  spend- 
ing habits.  All  surveys  indicate  that  small  changes  of  this  nature  will  be  accepted 
by  the  American  people.  There  is  no  question  that  charitable  organizations  will  com- 
plain bitterly  if  they  are  separated  from  the  subsidy,  but  the  best  will  survive  and 
eliminating  the  subsidy  will  force  them  to  be  more  prudent  in  pruning  their  mailing 
lists  and  otherwise  honing  their  fundraising  skills.  Most  of  them  will  continue  to 
tout  the  tax  deductible  advantages  of  the  solicited  gifts  and  that  should  be  incentive 
enough  to  sustain  charitable  giving  at  a  fairly  high  level,  even  though  the  message 
must  be  sent  at  slightly  increased  cost. 

Recently,  Postmaster  General  Marvin  Runyon  said  that  some  nonprofit  groups 
"seem  to  be  taking  advantage  of  subsidized  rates  outside  the  original  intent  of  Con- 
gress." There  is  much  evidence  to  sustain  the  Postmaster  General's  concern.  The 
"New  York  Times"  recently  carried  a  full-page  story  about  the  fundraising  shenani- 
gans of  Viguerie  and  Associates  in  Northern  Virginia.  The  New  York  State  Attorney 
General  is  now  investigating  Richard  A.  Viguerie  and  Associates  to  determine 
whether  his  solicitations  are  misleading,  and  whether  he  exercises  improper  control 
over  his  various  not-for-profit  organizations.  The  late  James  Roosevelt,  like 
Viguerie,  sent  "Save  our  Social  Security"  letters  to  thousands  of  people,  scaring 
them  out  of  their  wits  with  the  suggestion  that  there  is  a  believable  political  threat 
to  their  principal  source  of  income.  Given  the  extended  right  of  free  speech  in  Amer- 
ica, it  is  probably  impossible  to  stop  that  sort  of  reprehensible  conduct.  Neverthe- 
less, it  is  bad  public  policy  to  ask  the  taxpayers  to  subsidize  such  sleazy  activity. 
Terminating  the  subsidy  would  help  eliminate  a  whole  nest  of  people  who  are  prey- 
ing upon  a  gullible  and  very  vulnerable  category  of  people. 

In  1951,  when  the  third-class  nonprofit  rate  was  first  established,  there  were  ap- 
proximately 12,000  beneficiaries  of  the  new,  not-for-profit  subsidy;  today,  there  are 
more  than  400,000.  The  statutes  permitting  this  category  of  mail  are  written  in  a 
very  general  sort  of  way  and  the  Postal  Service  really  has  little  option  except  to  in- 
terpret them  in  the  way  they  are  written.  It  is  difficult  for  the  USPS  to  deny  an 
application  which  is  remotely  plausible.  They  are  simply  not  equipped  to  check  on 
all  of  the  details  and  weed  out  unworthy  causes,  and,  in  my  opinion,  they  should 
not  be  asked  to  divert  management  and  financial  resources  from  their  basic  task 
of  efficiently  moving  the  largest  mailstream  in  the  world.  The  Postal  Inspection 
Service,  although  it  is  one  of  our  Nation's  finest  investigative  organizations,  has  nei- 
ther the  time  nor  the  resources  to  check  the  details  of  all  applications.  It  is  all  they 
can  do  to  pursue  direct  evidence  of  fraud.  It  may  be  possible  to  separate  the  worthy 
from  the  unworthy,  but  sheer  numbers  involved  (400,000  beneficiaries)  would  indi- 
cate a  daunting  task.  Given  the  nature  of  what  we  are  dealing  with,  it  is  a  fair  bet 
that  400,000  beneficiaries  today  will  be  expanded  in  another  decade  to  500,000  or 
more  if  nothing  is  done  to  curb  eligibility.  Of  course,  that  many  users  would  increase 
the  demand  for  appropriations  to  a  level  even  higher  than  today. 

There  is  also  an  element  of  capitalistic  fairness  involved.  Some  mailers  advertis- 
ing through  subsidized  mail  have  competitors  who  are  not  eligible  for  the  same  sub- 
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sidy.  No  one  has  any  statistics  to  verify  how  much  of  that  sort  of  thing  is  going  on 
but  we  know  that  it  is  not  uncommon. 

If  Congress  does  not  find  merit  in  funding  the  subsidy  with  taxpayer  money,  it 
seems  even  less  justifiable  to  place  the  burden  on  other  ratepayers.  Aside  from  the 
equity  questions  involved,  we  must  keep  in  mind  that  other  classes  of  mail  are  fac- 
ing increased  competition  and  their  capacity  to  carry  someone  else's  load  may  be 
nonexistent.  A  far  better  solution  would  be  simply  to  terminate  the  subsidy.  Post- 
master General  Runyon  once  observed  that  those  worthy  organizations  don't  get 
subsidized  phone  and  water  service.  Can  this  distinguished  Committee,  under 
present  circumstances,  truly  see  justification  for  their  subsidized  mail?  I  think  the 
time  has  arrived  to  eliminate  the  appropriation. 

Finally,  Mr.  Chairman,  I  would  like  to  recommend  that  the  subsidy  be  phased  out 
over  a  3-year  period,  beginning  in  1994.  The  3-year  schedule  will  allow  subsidy 
beneficiaries  to  properly  rearrange  their  planning  and  budgetary  programs. 

Thank  you  Mr.  Chairman  and  members  of  the  Committee  for  giving  me  this  op- 
portunity to  offer  these  comments. 
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FINANCIAL  HIGHLIGHTS 


TABLE  18 


Analysis  of  Fiscal  fear  1991  Revenue  Forgone  Appropriate 
($  In  millions) 


Class  ol  Service 


Total 

Income 

Income 

Appropriate 

Income 

From 

From 

As% 

ol  Service 

Revenues 

Appropriation 

ot  Income 

$26,6485 

$26,648.5 

none 

none 

1,764.6 

1,7646 

none 

none 

668.0 

668.0 

none 

none 

7.5 

7.5 

none 

none 

First -Class  Mail 

Priority  Mail 

Express  Mail  .... 
Mailgram 


Second-Class  Mail: 

Wirhin-the-county 

Outside-the-county 
Nonprofit  and 
Classroom  publications 
Regular- rale  publications 

Fees 


Total  Second-Class  Mail 

Third-Class  Mail; 
Single-piece  rale 
Regular  bulk  rate 
Nonprofit  bulk  rale . 


Total  Third-Class  Mad 

Fourth-Class  Mail: 
Parcels  (zone  rale) 
Bound  printed  matter 
Special  rate  matter 

Library  materials 

Fees 


Total  Fourth-Class  Mail 

Free  mail  for  the  blind 
and  overseas  voters 

International  MaJ 

Totals    

Adjustment  for  pnor  years 
Total     


$88.7 


$26.6 


3265 

1,305.1 

16.6 

257.8 

1,304  7 
16.6 

68.7 

0.4 

none 

21.03% 

0.03% 
none 

$1,7635 

$1,667.8 

$957 

543% 

$2028 

7,647.0 

1,507.5 

54.0 

$202.8 

7,647.0 

1,052.2 

54.0 

none 
none 
455.3 
none 

none 

30.20% 
none 

$9,4113 

$8,9560 

$455.3 

4.84% 

$454.8 

265.7 

233-7 

48.5 

13 

$454.8 

265.7 

233.7 

45.4 

1.3 

none 
none 
none 
$31 
none 

none 
none 
none 
6.33% 
none 

$1.004  0 

$1.000  9 

$3.1 

0  31% 

$360 
1,2060 

$0.0 
1,206  0 

$36.0 
none 

100.00% 
none 

$42,5094 

$41,9193 

$590.1 
($28.2) 

139% 

$5619' 

Revenue  forgone  is  that  revenue  given  up  or  "forgone"  by  the  Postal  Service  as  a  result  of  providing  mail  service  ai  a  reduced  rate  in  accordance  with 
Congressional  mandate.  This  revenue  loss  is  reimbursed  to  the  Postal  Service  by  an  annual  appropriation  of  Congress,  as  specified  in  the  1970  Postal 
Reorganization  Aa  In  1991  as  a  result  of  the  rales  recommended  by  the  Postal  Rale  Commission  and  implemented  under  protest  by  the  Postal  Governors, 
the  Postal  Service's  original  appropriation  request  of  $472.6  million  was  revised  upward.  Congress  appropriated  only  $472  6  million,  instructing  the 
Postal  Service  to  seek  the  remainder  in  a  future  reconciliation  adjustment. 

Includes  $89  million  which  will  be  requested  during  the  Fiscal  Year  1994  reconciliation  process,  as  directed  by  Congress 


year.  The  income  was  generated  from  an  average  invest- 
ment balance  in  Fiscal  Year  1991  of  $45  billion  compared 
to  $5.4  billion  in  Fiscal  Year  1990  and  a  realized  rate  of 
return  of  7.03  percent  compared  to  7.81  percent  in  Fiscal 
Year  1990.  The  Postal  Service  Fund  ranged  in  size  during 
Fiscal  Year  1991  from  a  low  of  $30  billion  to  a  high  of 
$7  6  billion.  The  rate  of  return  exceeded  the  yield  on  9 1  - 
day  Treasury  bills  by  0.86  percentage  points,  whereas  it 


was  below  this  benchmark  by  08  percentage  points  in  the 
prior  year.  The  ten-year  average  rate  of  return  on  the  Postal 
Service  Fund  stands  at  9. 00  percent. 

3.  Costs 

a.  General  Analysts.  Postal  Service  expenses  in- 
creased 69  percent  from  $40.9  billion  in  Fiscal  Year  1990 
to  $43  8  billion  in  Fiscal  Year  1991.    Personnel  related 
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Response  to  Written  Questions  Submitted  by  Hon.  John  T.  Myers  to  John  W. 

Crutcher 

Question  1.  In  your  testimony  you  mention  that  some  mailers  advertising  through 
subsidized  mail  have  competitors  who  are  not  eligible  for  the  same  subsidy,  can  you 
cite  an  example  of  this  for  the  Committee? 

Answer.  Yes.  The  official  record  compiled  in  Docket  No.  SS91-1,  Third-Class  Non- 
profit Mail:  Review  and  Recommendations  includes  two  separate  but  related  exam- 
Eles  involving  educational  seminars  promoted  through  direct  mail.  One,  as  described 
y  a  commenter  in  that  proceeding,  is  for-profit  companies  that  ally  themselves  with 
nonprofits,  such  as  universities,  simply  to  be  able  to  use  the  nonprofit's  permit  and 
mail  at  lower  rates.  This  commenters  says:  'The  non-profit  appears  to  have  little 
additional  involvement  in  the  production  or  delivery  of  the  seminar  itself.  This 
'vendoring"  of  seminar  products  through  non-profit  educational  institutions  is  really 
no  different  than  the  promotion  of  credit  cards,  tours,  and  other  items  that  we  have 
heard  so  much  about. 

The  record  in  Docket  No.  SS91-1  includes  copies  of  two  brochures,  one  sent  under 
a  nonprofit  indicia,  the  other  under  a  regular  bulk  mail  permit.  Both  promote  the 
same  set  of  seminars.  A  third  brochure,  virtually  identical  to  the  other  two,  leads 
me  to  believe  that  the  company  involved  consciously  attempts  to  affiliate  itself  with 
nonprofits  in  order  to  use  the  nonprofit  rate.  Interestingly,  the  same  person  is  listed 
as  the  contact  on  all  three  brochures. 

Another  example  is  the  absorption  for  for-profit  seminar  companies  by  their 
former  nonprofit  competitors.  As  related  by  the  same  commenter,  "The  largest  one 
recently  involved  the  acquisition  of  Padgett-Thompson  (for-profit)  by  the  American 
Management  Association  (nonprofit).  The  product  and  operation  of  the  Padgett- 
Thompson  Division  will  no  doubt  remain  the  same.  The  difference  is  that  now  the 
taxpayer  will  be  picking  up  the  tab  for  hundreds  of  thousands  of  dollars  in  postal 
subsidies." 

Question  2.  What  is  the  annual  cost  of  "free  mail  for  the  blind?"  What  is  the  an- 
nual cost  of  "overseas  voting?"  Do  you  believe  these  subsidies  should  be  retained  and 
why? 

Answer.  The  annual  appropriated  costs  to  Congress  were  as  follows: 

Fiscal  year  1993:  Million 

Free  for  the  Blind,  $48.7 

Absentee  Ballot  Materials,  3.3 

These  subsidies  might  better  originate  in  the  National  Library  Service  for  the 
Blind  and  Physically  Handicapped,  which  accounts  for  a  great  part  of  the  Free-for- 
Blind  mailing  activity,  through  rehabilitation  programs  in  the  Department  of  Edu- 
cation or  through  the  Social  Security  Administration.  The  Departments  of  Defense 
and  State  account  for  most  of  the  overseas  voters  and  should  pay  for  voting  incen- 
tives, if  any,  from  their  own  resources. 

Question  3.  Do  you  believe  it  is  inevitable  that  "revenue  forgone"  will  be  elimi- 
nated? 

Answer.  Yes,  excepting  perhaps  certain  line  items,  e.g.,  "Mail  for  the  Blind"  and 
these  could  and  should  originate  from  the  agencies  mentioned  in  my  previous  an- 
swer. 

Question  4.  The  Postal  Service  revenue  forgone  proposal  includes  contributing  $29 
million  to  itself  to  make  up  for  past  costs  incurred.  Do  you  believe  this  is  appro- 

{>riate  and  do  you  believe  that  revenue  forgone  will  be  funded  at  the  $92  million 
evel  for  years  to  come? 

Answer.  I  believe  the  $29  million  level  as  proposed  by  the  USPS,  is  appropriate 
only  to  retire  USPS  costs  incurred  in  funding  revenue  forgone. 

The  $92  million  level  will  not  last  long. 

Question  5.  If  the  three-year  phase  out  of  the  subsidy  was  not  possible,  would  you 
support  terminating  the  subsidy  immediately? 

Answer.  Yes. 

Question  6.  The  motor  voter  bill  and  campaign  finance  reform  legislation  require 
an  expanded  use  of  revenue  forgone,  what  implications  would  this  have  on  your 
ideas  for  the  subsidy? 

Answer.  Congress  may  wish  to  fulfill  this  implied  obligation  with  a  line-item  ap- 
propriation. 

Mr.  Clay.  Thank  you. 

In  your  statement  you  say  there  is  no  justification  for  the  tax- 
payers subsidizing  the  Cancer  Society  and  a  few  others.  What  is 
the  justification  for  subsidizing  the  blind  that  you  recommend? 
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Mr.  CRUTCHER.  Mr.  Chairman,  there  may  be  every  justification, 
but  the  point  that  I  tried  to  make  when  I  quoted  the  Office  of  Man- 
agement and  Budget's  statement  was  that  the  most  efficient  way 
to  do  it  would  be  through  a  direct  appropriation,  line  item  appro- 
priation subsidy. 

Mr.  Clay.  Yes,  but  you  recommend  that  we  abolish  it  for  every- 
body except  the  blind.  I  would  like  to  know  why  the  blind  should 
get  any  special  treatment. 

Mr.  Crutcher.  Mr.  Chairman,  I  left  them  out  for  one  reason,  be- 
cause I  think  it  is  politically  impossible  to  do  that. 

Mr.  Clay.  Politically  impossible  to  do  what? 

Mr.  Crutcher.  To  eliminate  the  subsidy  for  the  blind  and  also 
because  I  think  that  is  a  very  legitimate  way  to  spend  public  funds. 

Mr.  CLAY.  But  you  don't  believe  it  is  legitimate  to  spend  funds 
in  behalf  of  people  who  have  AIDS  or  cancer  or  heart  trouble? 

Mr.  Crutcher.  No,  sir.  As  I  said,  if  the  Congress,  in  its  wisdom, 
sees  that  subsidy  as  necessary,  it  is  much  more  appropriate  to  do 
it  in  a  line  item  fashion  in  the  budget  somewhere. 

Mr.  Clay.  For  the  blind  as  well? 

Mr.  Crutcher.  It  could  be  done  there  just  as  well,  yes. 

Mr.  Clay.  Thank  you. 

Mr.  Haley,  there  seems  to  be  a  disagreement  about  whether 
there  is  cooperation  between  the  Postal  Rate  Commission  and  the 
Postmaster — other  than  the  one  report  that  you  have  cited  as  being 
eliminated  in  terms  of  providing  you  with  the  information,  are 
there  any  other  indications  or  evidence  of  lack  of  support  and  co- 
operation from  the  Postal  Service? 

Mr.  Haley.  Yes,  there  are,  Mr.  Chairman.  I  would  begin,  if  I 
may  say,  by  saying  that  the  relationship  between  the  Postmaster 
himself  on  a  personal  basis  and  the  Commission  has  been  very 
good.  It  is  a  personal  kind  of  good  relationship  of  communication. 
But  from  the  standpoint  of  requests  for  reports  and  matters  of  that 
nature,  we  definitely  are  having  a  lot  of  difficulties  in  that  regard. 

Mr.  CLAY.  Have  you  discussed  these  personally  with  the  Post- 
master General? 

Mr.  Haley.  We  have  discussed  some  of  them.  Most  recently  we, 
for  instance,  have  gotten  a  request — that  is,  we  have  sent  a  letter 
to  him  on  a  matter  that  we  had  hoped  to  have  some  information 
on  with  reference  to  the  international  study.  The  Senate  committee 
had  requested  us  to  have  an  international  study  report  to  them, 
and  we  had  thought  that  we  would  be  able  to  get  that  at  a  lower 
level  than  requesting  it  through  the  Postmaster  General,  but  we 
were  not  able  to,  and  so  we  have  recently  sent  a  letter  to  him  in 
that  regard  as  a  specific. 

But  in  a  general  sense,  we  do  not  feel,  from  the  standpoint  of  the 
Commission,  that  we  are  getting  the  cooperation  we  should  get. 

Mr.  Clay.  Thank  you. 

The  Commission  has  the  11-digit  bar  code  classification  case  be- 
fore it.  As  I  understand,  the  Postal  Service  temporarily  put  into 
place  because  they  are  contending  that  it  is  taking  you  too  long  to 
reach  a  decision.  What  is  the  status  of  it,  and  why  is  it  taking  so 
long? 

Mr.  Haley.  Well,  Mr.  Chairman,  here  again  is  an  area  that  has 
troubled  us.  The  Commission  provides  a  public  forum  for  comments 
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and  analysis  of  rate  and  classification  changes — this  is  our  purpose, 
of  course — and  the  Postal  Service  for  many,  many  months — as  a 
matter  of  fact,  I  could  say  for  years — it  was  mentioned  in  the  last 
omnibus  rate  case  that  the  11-digit  bar  code,  they  were  considering 
it.  But  it  chose  not  to  file  its  request  with  the  Commission  until 
shortly  before  the  planned  implementation  date. 

If  it  were  not  controversial,  then  of  course  we  could  have  issued 
an  opinion  within  the  90  days,  but  several  of  the  mailers  came  in 
and  requested  hearings,  and  by  virtue  of  that,  we  are  there,  of 
course,  to  listen  to  hear  not  only  what  the  Postal  Service  says  but 
also  for  mailers,  and  their  concerns  with  the  proposal  cause  us  to 
fully  develop  our  record  on  these  points,  and  therefore  we  have  not 
been  able  to  make  a  recommendation  within  the  90  days  that  they 
were  talking  about. 

The  long  and  the  short  of  it,  Mr.  Chairman,  is  that  the  Service 
filed  its  request  I  believe  on  November  9  and  issued  its  implemen- 
tation time  on  March  21.  Now  that  does  not  give  us  time  at  all. 

Mr.  CLAY.  What  will  be  the  situation  if,  after  your  study,  you 
come  out  against  the  implementation  of  it?  Where  are  we  at  that 
point? 

Mr.  Haley.  Well,  when  we  forward  the  recommendation,  the 
Commission  itself,  as  you  know,  Mr.  Chairman,  makes  rec- 
ommendations which  go  to  the  Board  of  Governors,  the  U.S.  Postal 
Board  of  Governors,  and  then  they  will  make  a  determination  as 
to  our  recommendation  at  that  time.  If  they  decide  some  opposition, 
they,  of  course,  can  send  it  back  to  us  for  reconsideration.  But  that 
is  the  next  step. 

Mr.  Clay.  Mr.  Hastings? 

Mr.  Hastings.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Haley,  you  seem  to  presage  controversy  with  reference  to  the 
redefinition  of  mail  classifications.  Can  you  tell  me  how  soon  you 
anticipate  a  decision  with  reference  to  redefinition  of  the  classifica- 
tion of  mail,  and  whether  or  not  you  anticipate  it  is  going  to  be  up 
or  down?  I  got  a  sneaking  suspicion  it  is  going  to  be  up.  So  is  that 
why  it  is  going  to  be  controversial? 

Mr.  Haley.  Well,  as  we  have  indicated,  first,  I  don't  know,  Mr. 
Hastings,  when  the  request  will  be  made  of  us.  We  don't  know 
that. 

Mr.  Hastings.  All  right. 

Mr.  Haley.  But  I  can't  really  say  other  than  the  fact  that  the 
Postal  Service  has  indicated  the  interest  in  doing  that,  and,  of 
course,  we  recognize  that  if  that  comes  about  it  is  going  to  be  as 
complex  as  I  said. 

Mr.  Hastings.  Always  is.  Commissioner  Crutcher  has  provided 
his  views  on  revenue  foregone  appropriations.  In  1986  the  Postal 
Rate  Commission  issued  a  report  and  recommendations  on  revenue 
foregone  appropriations.  Do  the  other  Commissioners  support  the 
1986  recommendations  to  create  separate  subclasses  for  preferred 
rate  mail? 

Mr.  Haley.  Well,  if  I  may  say,  and  then  I  certainly  will  ask  the 
other  Commissioners.  As  you  have  indicated,  the  studies  that  were 
requested  from  us,  the  1986  and  1991  studies,  the  Commissioners 
have  recommended  separate  subclasses  for  non-profit  mail,  and 
this  non-profit  subclass  would  be  evaluated  separately  from  the  for- 
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profit  mail  of  that  class  in  terms  of  the  overhead  burden.  We,  from 
our  standpoint — from  my  standpoint  certainly,  recommend  that 
Congress  can  enact  legislation  that  would  mitigate  the  institutional 
burdens  on  non-profit  by  requiring  the  Commission  to  take  into  ac- 
count social  benefits  when  setting  mark-ups. 

That  is  mine.  Commissioner  LeBlanc  and  the  others  can  speak 
for  themselves. 

Mr.  Hastings.  Thank  you  very  much. 

And,  Mr.  Chairman,  I  will  join  the  exodus  to  vote. 

Mr.  Clay.  Thank  you. 

Mr.  Hastings.  Thank  you,  gentlemen. 

Mr.  Clay.  Mr.  McCloskey?  We  are  going  to  submit  questions  to 
you  in  writing  because  some  of  these  members  have  to  go  to  other 
committee  meetings  after  the  vote. 

Mr.  Haley.  Yes,  Mr.  Chairman. 

Mr.  McCloskey.  Mr.  Haley,  I  apologize  for  having  to  leave  for 
an  11:30  hearing  for  a  formal  appearance  after  this  vote.  There  are 
a  lot  of  things  to  talk  about  today.  But,  obviously,  it  was  not  the 
ideal  love  affair  of  the  century  when  Tony  Frank  was  the  Post- 
master General  as  to  relations  with  the  Rate  Commission,  and  I 
sense  the  same  thing  today. 

What  do  you  think  the  problem  is?  I  recall  seeing  you  and  Mr. 
Runyon  in  the  same  room  once,  which  implies,  interpersonal  com- 
munications. Is  that  improving  in  any  way?  I  just  sense  this  hor- 
rible void  of  basic  good  will  and  communications. 

Mr.  Haley.  Mr.  McCloskey,  as  I  indicated,  we  have  a  good  per- 
sonal relationship  from  the  standpoint  of  discussing  matters  indi- 
vidually, and  quite  frankly,  my  philosophy  of  life  is  that  if  we  can 
communicate,  that  in  itself  is  a  good  beginning.  Even  though  we 
may  differ  from  time  to  time,  certainly  that  is  important. 

As  I  have  said,  again,  we  are  very  much  concerned  now  about  the 
cooperation  of  getting  data  that  we  need  from  the  standpoint  of  the 
Postal  Service.  Now,  a  portion,  of  course,  of  that  may  be  its  restruc- 
turing and  reorganization  internally,  which  are  problems  that 
exist.  But  that  is  the  statement  that  I  would  like  to  give  you. 

Mr.  McCloskey.  How  vital  is  this  financial  report  that  you  are 
not  getting?  What  exactly  is  it?  You  were  general  about  it  in  your 
statement. 

Mr.  Haley.  Yes.  It  is  an  accounting  report  that  is  received  after 
every  accounting  period,  which  is  set  up  in  our  rules.  And,  as  we 
have  indicated,  that  was  determined — it  was  a  joint  understanding 
between  the  two  entities  at  an  earlier  time,  and  they  decided  that 
they  would  no  longer  use  it.  We  feel  on  matters  like  that,  there  is 
no  doubt  about  it,  that  they  should  not  terminate  a  report  without 
some  discussion  with  us  as  well  as  with  the  oversight  committees. 

Mr.  McCloskey.  Communications  have  been  somewhat  formal, 
maybe  a  little  bit  stilted,  by  mail  and  so  forth  rather  than  just  get- 
ting on  the  phone,  you  know? 

Mr.  Haley.  Well,  let  me  say  that  we  are  making  those  efforts  as 
well. 

Mr.  MCCLOSKEY.  Well,  thank  you.  Thank  you,  Mr.  Chairman. 

Mr.  CLAY.  Thank  you.  We  will  submit  to  you  some  questions 
other  members  have  that  they  want  answered  in  writing.  We  cer- 
tainly thank  you  for  your  attendance  today. 


65 

Mr.  Haley.  Thank  you,  Mr.  Chairman. 
Mr.  Clay.  That  concludes  the  hearing. 

[Whereupon,  at  11:22  a.m.,  the  committee  was  adjourned,  to  re- 
convene subject  to  the  call  of  the  chair.] 
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House  of  Representatives, 
Committee  on  Post  Office  and  Civil  Service, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  10  a.m.,  in  room  311, 
Cannon  House  Office  Building,  Hon.  Barbara-Rose  Collins,  presid- 
ing. 

Members  present:  Representatives  Collins,  Sawyer,  Norton, 
Wynn,  Bishop,  Hastings,  Morella,  and  Petri. 

Staff  members  present:  Jerry  Cerasale,  Deputy  General  Counsel, 
and  Joe  Fisher,  Minority  Staff  Director. 

Miss  Collins.  Good  morning.  On  behalf  of  the  Post  Office  and 
Civil  Service  Full  Committee  Chairman  William  Clay,  I  would  like 
to  welcome  all  of  you  to  the  second  of  a  series  of  five  general  over- 
sight hearings  on  the  United  States  Postal  Service.  The  series  will 
continue  on  April  20th  with  employee  organizations,  April  27th 
with  the  Postmaster  General,  and  finally  on  June  8th  with  the  gov- 
ernors of  the  Postal  Service. 

We  are  especially  pleased  to  welcome  today's  witnesses,  who  rep- 
resent the  major  mailers  across  the  spectrum  of  Postal  Service  cus- 
tomers. The  witnesses  today  represent  commercial,  institutional, 
and  nonprofit  mailers,  all  of  whom  share  with  us  a  common  inter- 
est in  a  Postal  Service,  whose  efficient,  fair,  cost-effective  oper- 
ations and  delivery  of  services  are  second  to  none. 

We  will  be  very  interested  to  hear  your  views  today  and  your 
concerns  regarding  the  effects  of  the  ongoing  restructuring  of  the 
Postal  Service  in  terms  of  operational  cost-savings  and  customer 
satisfaction.  Similarly,  we  expect  to  learn  much  from  today's  wit- 
nesses regarding  possible  reform  of  the  postal  rate-making  process 
and  how  any  such  reform  would  strengthen  the  Postal  Service's  po- 
sition in  the  increasingly  competitive  environment  of  today  and  to- 
morrow. 

Also  we  will  be  interested  to  learn  more  about  several  proposals 
advanced  by  some  of  today's  witnesses  to  resolve  a  very  real  fiscal 
dilemma  of  diminishing  revenue  forgone  appropriations.  The  out- 
come of  that  policy  debate  may  well  have  substantial  consequences 
for  some  of  our  major  mailers,  both  commercial  and  nonprofit,  with 
resulting  impacts  upon  the  Postal  Service  itself. 

We  welcome  the  contributions  all  of  you  are  making  by  sharing 
your  perspectives  and  suggestions  relative  to  revenue  forgone  re- 
form proposals  in  the  best  tradition  of  the  democratic  process.  We 
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ask  each  of  you  to  work  with  this  committee  to  find  a  solution 
which  will  be  acceptable  to  all  in  these  times  of  shared  sacrifice. 

Given  the  sizeable  number  of  witnesses  who  have  expressed  an 
interest  in  appearing  before  us  today  and  to  ensure  that  all  will 
have  the  opportunity  to  be  heard,  the  hearing  will  be  conducted  in 
panels. 

Your  prepared  statements  will  be  accepted  for  the  record  without 
objection.  Each  witness  will  be  asked  to  limit  their  oral  testimony, 
including  their  summary,  to  no  more  than  three  minutes.  I  wanted 
to  make  it  5  minutes,  but  I  think  we  have  17  witnesses. 

Again,  we  warmly  welcome  our  Postal  Service  customers,  the 
major  mailers  to  today's  Post  Office  and  Civil  Service  Committee's 
oversight  hearing. 

Before  we  begin,  does  anyone  have  a  statement  for  the  record? 

[The  prepared  statement  of  Hon.  Eleanor  Holmes  Norton  fol- 
lows:] 

Prepared  Statement  of  Hon.  Eleanor  Holmes  Norton,  a  Representative  in 
Congress  From  the  District  of  Columbia 

Mr.  Chairman,  we  approach  today's  oversight  hearing  under  a  special  discipline 
requested  of  all  Americans.  The  subsidy  for  non-profit  mail  has  a  special  history 
which  leaves  no  question  that  it  is  deserving  of  continued  government  support.  This 
Committee  must  struggle  to  meet  the  challenge  as  best  we  can  under  the  given  con- 
ditions. 

Miss  Collins.  We'll  take  the  Panel  Number  1,  Robert 
Williamson  from  the  National  Association  of  Presort  Mailers  and 
Mr.  Arthur  Sackler  from  the  Mailers  Council. 

Could  everybody  hear  me?  I  didn't  have  my  microphone.  You 
didn't  hear  a  word  I  said?  I  will  have  to  give  the  statement  all  over 
again.  Okay. 

Mr.  Williamson,  welcome. 

Mr.  Williamson.  Thank  you  very  much. 

Miss  Collins.  Would  you  like  to  begin? 

STATEMENT  OF  ROBERT  C.  WILLIAMSON,  EXECUTIVE  DIREC- 
TOR, NATIONAL  ASSOCIATION  OF  PRESORT  MAILERS,  AC- 
COMPANIED BY  RALF  SED7FE,  VICE  PRESIDENT  AND  TREAS- 
URER, NATIONAL  ASSOCIATION  OF  PRESORT  MADDERS,  AND 
ARTHUR  SACKLER,  ESQUIRE,  MANAGING  DIRECTOR,  MAIL- 
ERS COUNCIL 

Mr.  Williamson.  Thank  you  very  much,  Madam  Chairman.  The 
members  of  the  National  Association  of  Presort  Mailers  thank  you 
and  the  members  of  this  distinguished  committee  for  the  oppor- 
tunity to  appear  here  today. 

With  the  committee's  permission,  I  ask  that  the  accompanying 
testimony  be  entered  into  the  record 

Miss  Collins.  Without  objection. 

Mr.  Williamson  [continuing].  And  that  we  proceed  with  a  very 
short  summary. 

In  introduction,  I  am  Robert  C  Williamson,  Executive  Director 
of  the  National  Association  of  Presort  Mailers,  a  position  which  I've 
held  since  1984.  I'm  accompanied  by  Mr.  Ralf  Seiffe,  who  is  Vice 
President  and  Treasurer  of  the  National  Association  of  Presort 
Mailers. 
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We're  a  trade  association  and  a  professional  association  with 
some  100  members  representing  over  10,000  employees,  consisting 
of  service  bureaus,  mailing  equipment  manufacturers,  and  major 
mailers. 

It  was  formed  to  represent  the  presort  mailers'  interests  before 
the  Postal  Service  management,  the  Postal  Rate  Commission,  and 
the  Congress  as  well  as  to  provide  communications  between  mem- 
bers and  mailers.  We  have  actively  intervened  in  every  postal  rate 
case  since  1984. 

We  are  collectively  processing  over  13  billion  letters  annually, 
half  of  which  are  being  prebarcoded.  This  makes  our  members  one 
of  the  largest  sources  of  prebarcoded  mail  for  the  Postal  Service. 
Presort  has  been  one  of  the  most  successful  work-sharing  concepts 
offered  by  the  Postal  Service  and  from  1976  to  date  saved  the  serv- 
ice billions  of  dollars  in  processing  costs. 

In  1990  Postmaster  General  Frank  invited  the  private  sector  to 
join  an  ambitious  plan  to  have  all  letter-size  mail  barcoded  by 
1995.  The  private  sector  responded  by  procuring  millions  of  dollars 
of  sophisticated  MLOCR  systems  to  generate  nine,  emphasis  on  the 
nine,  digit  bar  codes  to  qualify  for  the  incentives  recommended  by 
the  Postal  Rate  Commission  in  Docket  R90-1  and  subsequently  ap- 
proved by  the  Postal  Board  of  Governors. 

The  multi-line  OCR  systems  are  sophisticated  and  expensive, 
and  many  have  yet  to  achieve  the  projected  return  on  investment. 
After  most  mailers  procured  these  systems  between  1990  and  1991, 
the  Postal  Service  announced  that  they  wanted  an  11  digit  bar 
code,  known  as  the  Delivery  Point  Bar  Code,  to  replace  the  9-digit, 
for  which  we  invested  millions  of  dollars. 

The  Postal  Service  estimated  that  there  would  be  no  cost  to  make 
the  transition,  but  we  have  found  substantial  costs,  both  direct  and 
indirect,  involved  in  making  the  conversion  required  on  this  past 
March  21st,  1993.  These  costs  extend  the  projected  return  on  in- 
vestment, and  we  are  experiencing  significant  losses  of  revenue  due 
to  the  lower  code  rates  while  generating  11-digit  bar  codes  versus 
9-digit  bar  codes. 

In  1992  the  Competitive  Services  Task  Force,  a  joint  service  and 
private  industry  group,  highly  recommended  an  added  incentive  to 
offset  these  costs.  This  group  also  recommended  a  revision  to  use 
Postal  Service  sort  schemes  as  a  means  to  offset  mailer  costs. 

The  first  recommendation  was  rejected  by  postal  management, 
and  the  second  is  pending  a  test  in  Louisville,  Kentucky  sometime 
this  spring.  In  the  meantime,  our  losses  are  mounting. 

We  comment  in  our  testimony  that  Postmaster  General  Runyon 
has  saved  substantial  sums  through  his  reorganization,  which  has 
deferred  an  omnibus  rate  case  in  1994  or  1995  or  even  later  as  his 
new  organization  continues  to  succeed.  However,  we  are  aware  of 
the  threat  to  this  success  in  bringing  costs  under  control;  specifi- 
cally, the  federal  government  deficit  reduction  hits  on  the  Postal 
Service  and  the  issue  of  revenue  forgone. 

On  the  latter,  major  mailers  have  recommended  that  Congress 
limit  the  restriction  on  who  has  access  to  preferred  postal  rates, 
and  definitive  limitations  should  be  placed  on  how  such  rates 
should  be  used.  Mailers  should  not  be  expected  to  subsidize  non- 
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profit  organization  commercial  practices  that  are  not  evidentially 
related  to  their  tax-exempt,  nonprofit  status. 

The  Postal  Service  has  developed  a  proposal  for  resolving  this 
sensitive  problem,  which  we  believe  you  should  give  serious  consid- 
eration, and  we  have  appended  a  copy  of  such  proposal  to  our 
statement. 

Your  very  kind  attention  to  our  concerns  is  most  sincerely  appre- 
ciated. And  again  we  thank  you  very  much  for  the  opportunity  to 
appear  here  today. 

[The  prepared  statement  of  Mr.  Williamson  follows:] 

Prepared  Statement  of  Robert  C.  Williamson,  Executive  Director,  National 
Association  of  Presort  Mailers 

introduction 

In  a  letter  dated  March  3,  1993,  we  were  invited  by  the  Honorable  William  L. 
Clay,  Chairman,  and  the  Honorable  John  T.  Myers,  Ranking  Minority  Member,  to 
participate  in  the  oversight  hearing  scheduled  this  date.  This  written  testimony  was 
prepared  on  behalf  of  the  members  of  the  National  Association  of  Presort  Mailers 
and  is  presented  by  its  Executive  Director,  Robert  C.  Williamson.  Our  observations 
are  based  on  the  collective  experience  of  our  members,  especially  those  with  auto- 
mated systems  used  in  the  presorting  and  prebarcoding  of  both  first  and  third  class 
mail. 

background 

Since  our  founding  in  1984,  one  of  the  primary  objectives  has  been  to  develop  and 
improve  USPS  programs  to  produce  cost  savings  and  service  benefits  for  presort/ 
prebarcoding  mailers  and  the  U.S.  Postal  Service.  The  presort  industry  developed 
the  commingling  process  16  years  ago,  in  order  for  medium  and  small  volume  mail- 
ers to  realize  the  postage  savings  enjoyed  by  the  major  mailers.  Presort  became  one 
of  the  most  successful  worksharing  programs  ever  offered  by  the  Postal  Service  in 
that  it  saved  the  Service  billions  of  dollars  in  mail  handling  costs  in  the  era  of  man- 
ual and/or  mechanized  processing.  From  just  a  few  members  in  1984,  this  Associa- 
tion grew  rapidly  to  about  one  hundred  members.  In  our  testimony  before  Chairman 
McCloskeys  subcommittee  in  May,  1990,  we  stated  that  only  20%  of  our  members 
were  automated  with  a  prebarcoding  capability,  and  they  were  then  generating 
about  625  million  barcodes  annually.  Today,  approximately  76%  of  our  members  are 
automated  and  are  processing  more  than  12  billion  pieces  of  first  class  mail  annu- 
ally, of  which  more  than  half  is  barcoded.  About  90%  of  the  mail  we  receive  from 
many  sources  still  bears  only  a  5-digit  numeric  zip  code  and  no  barcode.  With  the 
advent  of  the  Multi-line  Optical  Character  Readers  (MLOCR)  utilized  by  both  the 
Postal  Service  and  the  private  sector,  the  street  and  city  portion  of  the  address  bear- 
ing only  a  5-digit  numeric  zip  code  is  read  and  converted  into  a  9-digit  barcode.  By 
reading  the  last  two  digits  of  the  street  or  box  number,  we  are  now  generating  elev- 
en digit  barcodes  but  not  without  significant  direct  costs  and  loss  of  revenue  through 
degradation  of  both  read  rates  and  code  rates. 

WORKSHARING 

In  1988,  members  of  our  Association  participated  in  the  Postmaster  General's 
Worksharing  Task  Force  which  was  tasked  to  generate  ideas  for  enhancing  the  proc- 
essing of  mail  at  the  lowest  combined  costs.  In  1990,  Postmaster  General  Frank  in- 
vited the  private  sector  to  join  with  the  Postal  Service  in  a  partnership  effort  to  at- 
tain the  goal  of  barcoding  all  letter-size  mail  by  1995.  Immediately  following  this 
invitation,  the  Postal  Service  filed  an  omnibus  rate  case  (Docket  R90-1)  which  in- 
cluded several  postage  rates  and  incentives  allowing  for  selection  of  the  level  of  par- 
ticipation by  the  private  sector  based  on  their  volume  and  ability  to  cost  justify  so- 
phisticated MLOCR  systems  available  in  varying  price  ranges. 

Mailers  responded  to  the  challenge  and  commenced  a  multi-million  dollar  procure- 
ment of  systems  to  generate  9  digit  barcodes  and  sort  the  mail  to  either  the  3  or 
5  digit  level.  This  procurement  effort  was  obvisously  for  the  long-term  as  opposed 
to  short-term,  due  to  the  magnitude  of  the  investment;  and,  most  systems  were 
leased  on  either  five  or  seven  year  plans.  It  was  not  until  after  the  major  portion 
of  the  initial  investment  was  made  that  the  Postal  Service  announced  the  1993  im- 
plementation of  the  Delivery  Point  Bar  Code  (DPBC)  and  the  concurrent  abolish- 
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ment  of  the  incentive  for  9  digit  barcodes,  upon  which  procurement  justifications 
were  made.  Requests  for  an  extension  of  time  for  the  9  digit  barcode  incentives  so 
that  Returns  On  Investments  could  be  reached  were  met  with  negative  responses, 
while  at  the  same  time  the  theme  of  the  Competitive  Service  Task  Force,  a  joint 
Postal  Service  and  private  industry  undertaking,  was  the  need  for  the  Postal  Serv- 
ices to  become  customer-oriented  and  market-driven  as  opposed  to  being  operations- 
driven.  During  the  deliberations  of  the  CSTF  last  year,  many  ideas  on  how  to  make 
it  easier  for  the  mailing  public  to  do  business  with  the  Postal  Service  were  devel- 
oped, in  order  to  assure  a  competitive  level  in  the  communications  field.  The  persist- 
ence by  the  Service  to  force  an  arbitrary  implementation  date  for  the  Delivery  Point 
Bar  Code,  for  which  they  testify  will  only  be  ready  to  accommodate  27%  of  the  deliv- 
ery point  barcodes  received  on  April  1,  1993,  is  interpreted  by  many  to  mean  the 
Postal  Service  is  still  operations-driven  and  that  service  to  customers  and  "partners" 
is  secondary.  While  presort  bureaus  as  a  whole  are  now  generating  delivery  point 
barcodes,  there  are  several  major  mailers  who  had  served  notice  to  the  Postal  Serv- 
ice that  they  would  not  be  ready. 

ADDED  COSTS  TO  THE  PRIVATE  SECTOR  WITHOUT  MEANS  TO  OFFSET  COSTS 

The  costs  related  to  the  transition  to  the  delivery  point  barcode  can  be  categorized 
as  direct  and  indirect.  First,  there  are  significant  up-front  direct  costs  related  to 
modifying  hardware  and  software  in  lieu  of  procuring  brand  new  systems.  Hardware 
modifications  are  quoted  from  a  few  thousand  dollars  to  the  range  of  200-250  thou- 
sand dollars.  These  costs  include  modification  of  older  model  systems,  so  that  they 
can  be  used  to  generate  the  delivery  point  barcode,  or  to  modify  machines  to  be  ca- 
pable of  reading  delivery  point  barcodes.  Our  members  have  already  made  many  of 
the  necessary  modifications  in  order  to  generate  eleven  digit  barcodes.  Software 
modifications  required  extensive  development  costs,  which  either  have  been  or  will 
be  passed  on  to  the  end-user  of  the  equipment.  It  has  been  reported  that  software 
maintenance  agreements  are  being  increased  by  as  much  as  50%  per  annum  by  one 
manufacturer,  and  others  will  collect  the  direct  costs  in  prices  for  new  unit  sales. 
The  development  of  software  for  the  transition  has  been  reported  in  the  low  mil- 
lions, which  will  have  to  be  recovered  by  some  method. 

Next,  indirect  costs  take  the  form  of  degradation  of  read  rates  and  coding  rates 
already  being  experienced  by  some.  The  extent  of  degradation  of  read  rates  has  di- 
minished over  the  past  six  months  through  software  refinements  and  now  appears 
to  focus  on  a  range  of  1%  to  3%.  However,  service  bureaus  which  have  completed 
the  transition  report  that  while  read  rates  for  the  1 1  digits  of  delivery  point  barcode 
are  nearly  the  same  as  for  nine  digits,  their  coding  rates  have  fallen-off  by  10% 
meaning  that  10%  of  any  given  volume  that  was  printing  nine  digits  is  now  printing 
that  many  fewer  delivery  point  barcode  pieces.  This  has  equated  to  lost  revenue 
after  March  21,  1993,  when  all  nine  and  five  digit  prebarcoded  mail  have  to  be  proc- 
essed with  non-machineable  presort  mail  manually.  In  the  case  of  a  500,000  piece 
mailing,  this  drop  in  code  rate  equates  to  a  loss  of  50,000  pieces  qualifying  as  either 
presorted  mail  or  as  residual  mail.  In  terms  of  dollars,  the  loss  to  a  presort  bureau 
or  major  mailer  could  be  as  much  as  $750.00  per  day  or  $235,000.00  per  year.  These 
figures  would  be  greater  if  the  average  degradation  of  code  rate  exceeds  ten  percent. 
There  are  additional  handling  costs  related  to  the  transfer  of  automation-compatible 
mail  to  a  mechanized  or  manual  sorting  environment — estimated  to  be  1.4  cents  per 
piece,  which  adds  another  $219,000.00  in  lost  revenue  to  the  aforementioned 
$235,000.00  lost  to  degradation  of  code  rates,  raising  the  total  annual  loss  to 
$444,000.00  per  year. 

In  the  current  classification  filing  before  the  Postal  Rate  Commission,  the  Postal 
Service  has,  whether  intentional  or  not,  unilaterally  effected  a  new  rate  without  the 
benefit  of  a  rate  filing.  The  current  23.3  cents  rate  for  9  digit  prebarcoded  mail  sort- 
ed to  five  digits  has  been  assigned  by  the  Postal  Service  to  the  delivery  point 
prebarcoded  mail  effective  March  21,  1993.  We  were  astonished  when  it  was  an- 
nounced last  September  that  there  would  be  no  additional  incentive  to  offset  the 
aforementioned  costs,  especially  after  the  Competitive  Services  Task  Force  had  rec- 
ommended with  high  priority  that  the  Postal  Service  increase  the  incentive  for  the 
delivery  point  barcode.  Mailers  are  now  faced  with  increased  costs  and  losses  of  rev- 
enue, which  were  never  anticipated  when  they  made  their  substantial  investments 
in  MLOCR  systems.  This  also  results  in  a  loss  of  confidence  in  programs  in  which 
the  Postal  Service  is  seeking  cooperation  from  the  private  sector. 

A  PERCEPTION  OF  THE  REORGANIZED  POSTAL  SERVICE 

The  private  sector  for  years  has  called  for  the  control  of  costs  by  the  Postal  Serv- 
ice. The  solution  to  deficits  was  always  through  increased  postage  rates,  which  had 
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a  longevity  of  about  2V2  years  over  the  past  20  years.  First  class  mail  rates  between 
1976  and  1991  more  than  doubled  from  13  cents  to  29  cents.  The  need  for  rate  sta- 
bility was  obvious  and  Postmaster  General  Runyon  is  giving  this  one  his  highest 
Eriorities.  He  substantially  reduced  overhead  during  his  first  six  months  in  the  job 
y  decreasing  the  size  of  the  national  staff  and  reorganizing  field  management.  Ap- 
parently, further  organizational  changes  are  forthcoming.  He  is  dedicated  to  the  re- 
duction of  superfluous  rules  and  regulations,  which  for  years  have  been  incompre- 
hensible to  both  postal  professionals  and  the  mailing  community.  Further,  he  has 
assured  the  mailing  community  that  he  and  his  staff  will  focus  on  customer  service, 
so  that  the  Postal  Service  becomes  a  competitive  business  providing  quality  service. 
Postmaster  General  Runyon's  Deputy,  his  Chief  Operating  Officer  and  Executive 
Vice  President  and  his  most  senior  Vice  Presidents — Production  and  Delivery,  Cus- 
tomer Service,  Transportation  and  others,  are  true  professionals  who  have  moti- 
vated the  postal  staff  and  employees  into  greater  productivity.  This  was  reflected 
in  the  outstanding  service  provided  in  southern  Florida  after  Hurricane  Andrew  and 
the  movement  of  record-breaking  volumes  of  mail  during  this  past  December.  The 
Mailers  Council,  of  which  our  Association  is  a  member,  confirmed  this  exceptional 
performance  through  a  survey  of  its  members,  who  represent  at  lest  75%  of  all  mail 
generated.  Subsequently,  the  Mailers  Council  expressed  its  appreciation  and  grati- 
tude in  a  letter  addressed  to  the  Postal  Service  and  its  employees. 

In  a  recent  speech,  General  Runyon  remarked  about  some  consistent  perceptions 
of  the  problems  facing  the  Postal  Service,  which  included:  too  much  bureaucracy  and 
too  little  responsiveness;  spotty,  inconsistent  service;  rate  increases  that  have  been 
too  large  and  too  frequent;  rising  competition  from  private  companies  and  evolving 
technologies  that  are  eroding  the  Service's  mail  base;  and  priorities  that  keep  chang- 
ing, thus  adding  to  the  confusion  and  frustration  of  postal  customers  and  employees 
alike. 

We  concur  with  these  perceptions  and  know  that  postal  management  is  moving 
to  correct  deficiencies.  However,  it  is  our  opinion  that  there  are  still  excessive  bu- 
reaucratic and  authoritarian  attitudes  on  the  national  staff,  especially  in  the  sup- 
port roles  interfacing  with  the  major  contributors  to  the  Service's  objectives  and 
goals,  with  little  meaningful  responses  to  the  needs  of  their  customers.  The  forced 
implementation  of  the  Delivery  Point  Bar  Code,  when  major  mailers  generating  bil- 
lions of  mailpieces  are  not  ready  and  the  admission  by  the  Service  that  it  only  has 
the  capacity  to  handle  27%  of  the  volume  of  the  new  barcodes,  is  a  classic  example 
of  the  frustration  created  by  shifting  priorities.  The  members  of  this  Association,  de- 
spite these  frustrations  and  the  apparent  lack  of  fair  consideration  of  customer 
needs,  will  continue  to  support  the  Postmaster  General  and  his  worksharing  con- 
cepts and  devote  their  energies  toward  assuring  the  economic  health  and  competi- 
tiveness of  the  Postal  Service. 

From  our  perception,  the  Postmaster  General  needs  the  cooperation  of  private  sec- 
tor mailers  to  achieve  the  success  of  the  Postal  Services'  automation  objectives  and 
goals.  He  further  needs  the  immediate  help  of  Congress  in  two  specific  areas,  which 
are  of  real  concern  to  mailers  because  they  are  related  to  rate  stability.  First,  when 
the  federal  government's  budget  problems  became  critical  in  the  mid  1980's,  the 
Postal  Service  was  used  as  a  source  of  funds  to  help  alleviate  the  problem.  Begin- 
ning with  the  Omnibus  Budget  Reconciliation  Act  (OBRA)  of  1985  and  again  in  the 
OBRAs  of  1987,  1989,  and  1990,  the  Postal  Service  was  tapped  for  funds.  The  total 
payout  of  these  Acts  by  the  Postal  Service  to  the  federal  government  was  reported 
to  be  about  $9  billion.  That's  a  lot  of  money  and,  as  we  understand  it,  the  Congress 
has  said  that  all  postal  debts  to  the  government  are  settled  with  the  payments.  We 
now  hear  that  it  is  proposed  that  the  Postal  Service  pay  another  $1  billion,  sup- 
posedly for  interest  on  the  $9  billion  since  it  wasn't  paid  when  it  first  should  have 
been.  We  are  not  budget  experts,  but  this  sure  doesn't  make  sense  to  us. 

The  second  issue  deals  with  revenue  forgone.  We  understand  that  the  govern- 
ment's financial  problems  have  virtually  dried  up  the  funding  necessary  to  continue 
the  revenue  forgone  program  as  we  have  known  it  since  postal  reorganization.  It's 
a  tough  issue,  but  it  would  seem  that  the  time  has  come  to  deal  with  it  as  prac- 
tically as  possible.  The  Postal  Service  has  lost  about  $500  million  in  the  last  three 
fiscal  years  in  this  social  program,  and  they're  facing  bigger  losses  unless  the  prob- 
lem is  resolved.  Although  a  difficult  political  issue,  we  think  most  everybody  in  the 
mailing  community  wants  the  Congress  to  resolve  the  problem  once  and  for  all,  but 
not  at  the  expense  of  the  other  mail  classes. 

The  Postal  Service  has  proposed  a  solution,  a  copy  of  which  is  attached  to  our  tes- 
timony, that  looks  reasonable  to  us.  It  seems  to  balance  the  recognition  that  the 
mailers  who  benefit  from  revenue  forgone  are  special  but  with  the  simple  recogni- 
tion that  it  can  no  longer  be  business  as  usual.  We  hope  all  involved  can  look  be- 
yond their  own  special  interests  to  the  best  interests  of  a  nation  that  needs  and 
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wants  a  healthy  postal  system.  Accordingly,  we  respectfully  request  that  you  give 
these  two  issues  serious  and  timely  consideration.  The  Postal  Service  has  done  such 
an  outstanding  job  of  turning  a  break-even  situation  last  year  into  a  half-of-a  billion 
dollars  in  net  operating  income;  and,  so  far  this  fiscal  year,  they  are  ahead  of  plan 
and  have  forecasted  stable  postage  rates  at  least  until  1995  and  maybe  longer. 
Without  relief  from  the  fiscal  issues  previously  mentioned,  the  only  alternative  ap- 
pears to  be  another  omnibus  rate  case  which  the  mailing  public  does  not  want. 

CONCLUSION 

We  thank  you,  Chairman  Clay,  and  your  colleagues  for  this  opportunity  to  express 
our  views  before  this  distinguished  committee,  as  we  have  done  in  past  years.  It  is 
our  opinion  that  this  Committee  has  done  an  outstanding  job  in  its  oversight  role 
and  trust  it  will  continue  that  level  of  dedication  and  responsibility  in  the  future. 

Postal  Service  Revenue  Forgone  Proposal 

eligibility  reforms — $112  million  savings 

Eliminate  Advertising  in  Nonprofit  Mail 

Most  advertising  would  be  eliminated  in  nonprofit  mail.  Second-class  nonprofit 
mail  could  only  contain  a  nominal  amount  (less  than  10  percent)  of  advertising.  (Es- 
timated Savings — $26  million)  Third-class  nonprofit  mail  could  not  contain  any  ad- 
vertising except  for  incidental  announcements  of  fund  raising  events  such  as  bake 
sales  and  car  washes.  (Estimated  Savings — $40  million)  This  addresses  the  Congres- 
sional concern  regarding  the  amount  advertising  in  nonprofit  mail. 

Tie  to  IRS  Requirements 

Restrict  eligibility  to  the  original  "core"  group  of  nonprofit  organizations,  which 
under  IRS  statutes,  receive  tax  deductible  donations.  This  would  remove  most  of  the 
"advocacy"  groups  which  have  aroused  Congressional  concern  and  along  with  profes- 
sional organizations,  social  clubs,  and  hobby  groups.  Moreover,  it  moves  toward  a 
consistent  federal  policy  of  providing  tax  deductions  and  subsidized  rate  benefits  to 
the  same  nonprofit  organizations.  (Estimated  Savings — $46  million) 

Prohibit  Publishers  from  using  Library  Rates 

Currently,  both  libraries  and  publishers  mailing  to  schools  and  libraries  can  use 
library  rates.  These  mailings  would  be  restricted  to  the  mailings  of  libraries,  them- 
selves. (Estimated  Savings— $1  million) 

PHASED  INCREASES  FOR  SUBSIDIZED  MAIL 

Preferred  rates  for  most  mailers  would  be  phased  up  to  their  unsubsidized  levels 
over  a  three  year  period.  For  second-class  mailers,  the  total  increase  would  average 
about  25  percent  of  their  current  rates.  For  third-class  nonprofit  mailers,  the  in- 
crease would  average  approximately  30  percent. 

RETIREMENT  OF  REVENUE  FORGONE  DEFICIT 

Revenue  forgone  funding  would  continue  at  a  reduced  level  ($92  million  under  the 
administration's  budget.  These  funds  would  be  applied  solely  to  pay  the  cost  of  free 
postage  on  matter  for  the  blind  and  voting  materials  and  to  retire  the  accumulated 
deficit  of  the  revenue  forgone  program  over  a  number  of  years. 

LEARNING  TO  LIVE  WITHOUT  REVENUE  FORGONE  A  TRANSITIONAL  PROPOSAL 

Introduction 

As  a  practical  matter,  the  appropriation  for  revenue  forgone  has  all  but  ceased 
to  exist.  Three  straight  years  of  deliberate  underfunding  have  resulted  in  a  cumu- 
lative program  "deficit"  of  $5 15  million,  which  is  currently  being  carried  by  the  Post- 
al Service.  The  administration's  FY  1994  funding  proposal  of  $92  million  is  far  short 
of  the  $531  million  needed  to  support  free  mail  for  the  blind  and  maintain  sub- 
sidized rates  at  current  levels.  The  Postal  Service  and  its  customers  will  soon  be 
forced  to  learn  to  live  without  the  appropriated  funding  that  has  subsidized  reduced 
postage  rates  for  a  wide  variety  of  mailers.  To  help  us  all  adjust  to  this  new  life, 
the  Postal  Service  offers  a  transitional  proposal  with  the  following  elements: 

Eligibility  Reforms 
An  initial  package  of  reforms  would  withdraw  the  subsidy  from  a  wide  variety  of 
mailings  which  do  not  have  a  clear  charitable  purpose,  to  reduce  the  cost  of  revenue 
forgone  across  the  full  range  of  subsidized  mail  matter. 
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Phased  Markup 
The  portion  of  the  overhead  markup  paid  by  users  of  the  remaining  categories  of 
subsidized  mail  matters  would  be  phased  up  to  full  levels  over  three  years,  to  allow 
publishers  and  mailers  to  adjust  their  business  plans  and  operations  to  the  end  of 
subsidized  rates.  The  portion  of  overhead  costs  not  paid  by  subsidized  mailers  dur- 
ing this  period  would  be  added  to  the  revenue  forgone  program  deficit. 

Retirement  of  Revenue  Forgone  Deficit 

Revenue  forgone  funding  would  continue  at  the  reduced  level  of  $92  million  pro- 
posed in  the  administration's  budget.  These  funds  would  be  applied  solely  to  pay 
the  cost  of  free  postage  on  matter  for  the  blind  and  voting  materials,  and  to  retire 
the  accumulated  deficit  of  the  revenue  forgone  program  over  the  necessary  number 
of  years. 
Eligibility  Reforms 

The  first  step  in  the  transitional  process  is  to  reduce  the  overall  cost  of  revenue 
forgone  across  the  full  range  of  subsidized  mail  matter.  Every  dollar  saved  through 
eligibility  reforms  is  one  less  to  be  obtained  from  rate  increases  on  subsidized  mail- 
ers, or  through  the  appropriations  process.  Ideally,  these  reforms  should  realign  eli- 
gibility for  subsidized  rates  to  reflect  more  closely  the  original  purposes  of  such 
rates.  A  meaningful  package  of  reforms  would  produce  savings  of  approximately 
$112  million  by  ending  subsidies  for  the  following  types  of  mail  and  mailers: 

Third-Class  Commercial  Advertising 
The  commercial  rates  would  apply  to  nonprofit  third-class  bulk  mail  which  con- 
tains commercial-type  advertising  for  merchandise,  products,  and  services.  (Restric- 
tions already  apply  to  ads  for  credit  cards,  insurance  policies,  and  travel  plans.) 
Narrow  exceptions  would  continue  to  allow  ads  for  functions  such  as  charity  ba- 
zaars, church  suppers,  and  car  washes.  (Estimated  Savings:  $40  million) 

Second-Class  Commercial  Advertising 
The  commercial  rates  would  apply  to  any  issue  of  a  nonprofit  second-class  publica- 
tion with  an  advertising  content  of  more  than  10  percent.  (The  postage  on  any  issue 
which  contained  not  more  than  10  percent  advertising  would  continue  to  be  com- 
puted as  though  the  publication  contained  only  nonadvertising  material.)  (Estimated 
Savings:  $26  million) 

Advocacy  Groups,  Professional  Organizations,  and  Social  Clubs 
Eligibility  for  subsidized  second-,  third-,  and  fourth-class  rates  would  be  restricted 
to  organizations  exempt  from  Federal  taxation  as  501(c)(3)  charitable,  religious,  edu- 
cational, or  scientific  groups,  501(c)(5)  labor,  agricultural,  or  horticultural  groups, 
501(c)(8)  fraternal  beneficiary  societies,  or  501(c)(19)  veterans  organizations.  (Eligi- 
bility would  also  extend  to  certain  churches  and  church  groups,  organizations  with 
minimal  gross  income,  and  classroom  schooi  exempt  by  law  or  regulation  from  ap- 
plying for  formal  recognition  under  section  1(c)(3).)  Groups  excluded  from  eligi- 
bility would  include  501(cX4)  social  welf.  e  organizations,  501(c)(6)  business 
leagues,  501(c)(7)  social  clubs,  501(cX10)  domestic  fraternal  societies,  and  certain  po- 
litical parties  and  committees  which  are  currently  permitted  to  mail  at  the  nonprofit 
rates.  (Estimated  Savings:  $46  million) 

Commercial  Book  Publishers 
The  commercial  rates  would  apply  to  books  mailed  by  a  commercial  book  pub- 
lisher or  distributor  to  a  school,  college,  university,  or  library.  (The  library  rate 
would  continue  to  apply  to  books  and  other  materials  exchanged  between  such  insti- 
tutions. (Estimated  Savings:  $1  million) 

Phased  Markup 

The  second  step  in  the  transitional  process  is  to  phase  the  percentage  of  overhead 
markup  paid  by  subsidized  second-,  third-,  and  fourth-class  mailers  to  full  levels 
over  a  three-year  period.  The  overhead  costs  paid  by  subsidized  mailers  would  total 
approximately  $117  million  in  FY  1994,  $239  million  in  FY  1995,  and  $356  million 
in  FY  1996.  At  the  end  of  this  process,  these  mailers  would  be  fully  responsible  for 
paying  the  overhead  costs  of  their  mail,  which  until  recently  were  funded  by  the  ap- 
propriation for  revenue  forgone.  The  rates  paid  by  these  mailers  would  still  be  meas- 
urably lower  than  the  equivalent  commercial  rates,  however,  because  they  would  be 
based  on  the  generally  lower  attributable  costs  of  the  subsidized  categories  of  mail. 
Although  it  would  produce  a  significant  temporary  increase  in  the  revenue  forgone 
deficit,  this  gradual  approach  would  offer  a  number  of  advantages  to  postal  cus- 
tomers: 
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Time  for  Adjustment 
Publishers  and  mailers  would  know  the  size  and  timing  of  rate  increases  in  ad- 
vance, and  would  be  able  to  adjust  their  subscription  prices,  business  plans,  and 
mailing  activities  accordingly. 

Softened  Financial  Impact 
Phased  rate  increases  would  lessen  the  financial  shock  to  mailers  and  publishers 
which  have  been  accustomed  to  paying  subsidized  rates.  The  financial  burden  on 
these  customers  would  have  already  been  reduced  by  the  package  of  reforms  adopt- 
ed at  the  start  of  the  process. 

Fair  Assignment  of  Costs 
A  phased  transition  to  full  markup  levels  would  prevent  costs  which  are  properly 
assignable  to  the  formerly  subsidized  mailers  from  being  shifted  to  other  postal  cus- 
tomers, thus  helping  in  the  long  run  to  preserve  the  competitiveness  of  the  Postal 
Service. 

Retirement  of  Revenue  Forgone  Deficit 

The  third  and  final  step  in  the  transitional  process  is  retirement  of  the  cumulative 
revenue  forgone  program  deficit  which  has  been  shouldered  by  the  Postal  Service. 
The  total  amount  to  be  retired  would  include  not  only  the  $515  million  resulting 
from  underfunding  in  FY  1991  through  FY  1993,  but  the  $356  million  total  cost  of 
phasing  the  markup  on  subsidized  mail  matter  to  full  levels  over  three  years.  All 
future  appropriated  funding  would  be  earmarked  for  this  purpose,  and  to  pay  the 
continuing  cost  of  free  postage  on  matter  for  the  blind  and  voting  materials.  This 
procedure  for  retiring  the  deficit  would  offer  the  following  advantages: 

Dramatic  Reduction  of  Appropriations 
The  proposed  package  of  eligibility  reforms  would  reduce  the  cost  of  maintaining 
reduced  rates  at  current  levels  to  about  $356  million.  In  FY  1994,  subsidized  mail- 
ers would  pay  $117  million  of  this  cost,  while  $239  million  would  be  added  to  the 
revenue  forgone  program  deficit.  In  FY  1995,  subsidized  mailers  would  pay  $239 
million,  and  another  $117  million  would  be  added  to  the  program  deficit.  In  FY 
1996,  the  entire  $356  million  would  be  paid  by  the  formerly  subsidized  mailers.  Dur- 
ing this  entire  period,  and  afterwards,  the  revenue  forgone  appropriation  would  be 
reduced  to  $92  million,  about  $29  million  more  than  is  required  to  fund  the  cat- 
egories of  free  mail. 

Continued  Funding  for  Free  Mail 
Appropriations  would  continue  to  be  authorized  for  the  existing  categories  of  free 
mail.  At  current  levels  of  use,  annual  funding  for  this  purpose  would  require  about 
$63  million.  Any  expansion  of  free  mail  categories,  or  creation  of  new  types  of  re- 
duced-rate mail,  would  not  become  effective  unless  they  were  accompanied  by  an  in- 
crease in  appropriated  funding. 

Retiring  the  Revenue  Forgone  Deficit 
Currently,  the  Postal  Service  is  carrying  a  revenue  forgone  program  deficit  of 
$515  million.  The  cost  of  phasing  subsidized  rates  to  full  overhead  markup  levels 
would  add  $356  to  this  amount,  for  a  total  of  $871  million.  An  annual  appropriation 
of  $29  million  in  excess  of  the  amount  needed  to  fund  the  categories  of  free  mail 
would  enable  the  Postal  Service  to  retire  this  debt  over  30  years. 

REVENUE  FORGONE— PHASING— PREFERRED  RATES  APPROXIMATIONS  (CENTS)  > 


Current 
rates 


Price  to  nonprofit  mailers  staging 

the  rates  over  a  three-year  period 

until  unsubsidized 

Year  1         Year  2         Y"rK3 
unsub. 


Second-Class  Publications: 

In  County 

Percent  

Nonprofit 

Percent  

Classroom 

Percent 

Science  of  Agriculture 
Percent 


7.0 


12.8 


17.3 


15.8 


7.7 
10 
13.8 

8 
18.7 

8 
15.9 

1 


8.4 
19 
148 
16 
20.1 
16 
16.1 

2 


9.0 
29 
15.8 
24 
21.5 
25 
16.3 

3 
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REVENUE  FORGONE— PHASING— PREFERRED  RATES  APPROXIMATIONS  (CENTS)1— Continued 


Class  of  service 


Third-Class  Nonprofit: 

Carrier  Route  Presort 

Percent  

Presort  to  Five  Digits  

Percent  

Required  Presort  (Flat-sized  Pieces) 

Percent 

Fourth-Class  Library  Rate  

Percent  


Dollars  of  Subsidy  Paid  By  Preferred  Mailer  

Percentage  of  Subsidy  Paid  By  Preferred  Mailer 

Remaining  Amount  Owed  To  Postal  Service 

Percentage  of  Subsidy  Owed  To  Postal  Service  .. 

Free  Mail  For  The  Blind  (Paid  By  Congress)  

Savings  From  Eligibility  Restrictions/Reform 


Subtotal 

Payment  Retiring  Revenue  Forgone  Debt  (Paid  By  Congress) 


Current 
rates 

Price  to  nonprofit  mailers  staging 

the  rates  over  a  three-year  period 

until  unsubsidized 

Year  1 

Year  2 

Year  3 
unsub. 

5.2 

6.2 
19 

9.1 
12 
17.5 

6 
139.0 

1 

7.2 
39 
10.1 
25 
18.5 
13 
141.0 

3 

8.2 

58 

8.1 

11.1 
37 

16.4 

19.6 
20 

137.0 

143.0 
4 

$117 
33 

$239 

67 

$63 

$112 

$239 
67 

$117 

33 

$63 

$112 

$356 

100 

$0 

0 

$63 

$112 

$531 
$29 

$531 
$29 

$531 

$29 

'Staging  the  rates  in  over  3  years  until  the  nonprofit  mailers  pay  the  full  subsidy,  fiscal  year  1994  request  for  $531  million— illustrative 
examples. 

Revenue  foregone  information,  March  1 1,  1993 

1994  Appropriation  request:  Millions 

Revenue  Forgone  Request  for  1994  $531 

Amount  owed  for  FY  1991,  recorded  as  receivable  81 

Shortfall  for  FY  1993 360 

Post  Office  Department  Liability  38 

Total  1994  Request  1,010 

Support  for  30-year  payoff  of  revenue  forgone — Amounts  owed 

Notes  Mfllions 

Shortfall  for  1991,  recorded  as  receivable — included  in  1994  request $81 

Shortfall  for  1992,  recorded  as  receivable — was  supposed  to  be  included  in 

1995  request  74 

Shortfall  for  1993.  Included  in  1994  request  360 

Projected  shortfall  for  1994;  about  %  of  overall  request,  after  accounting  for 

eligibility  reforms  and  rate  increases  239 

Projected  shortfall  for  1995;  about  Vb  of  overall  request,  after  accounting  for 

eligibility  reforms  and  rate  increases  117 

Total  Projected  Debt  By  1995  871 

Debt  Retirement=$871  Million  divided  by  $29  Million/Year=30  Years. 

PRELIMINARY  PREFERRED  PRICE  LEVEL  APPROXIMATIONS  (IN  CENTS),  FISCAL  YEAR  1994 

Class  of  service  Currentra.es      ""J**"1        ^j;™1 

Second-Class  Publications: 

In  County 

Nonprofit  

Classroom  

Science  of  Agriculture 

Third-Class  Nonprofit: 

Carrier  Route  Presort  

Presort  to  Five  Digits 

Required  Presort  


7.0 

9.0 

12.6 

12.8 

15.8 

15.9 

17.3 

21.5 

21.8 

15.8 

16.3 

16.5 

5.2 

8.2 

10.9 

8.1 

11.1 

14.6 

16.4 

19.6 

23.3 
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PRELIMINARY  PREFERRED  PRICE  LEVEL  APPROXIMATIONS  (IN  CENTS),  FISCAL  YEAR  1994 — 

Continued 

Class  of  service  Current  rates       ""subsidized        Commercial 

rates  '  rates 

Fourth-Class  Library  Rate 137.0  143.0  234.0 

1  Rates  which  reflect  the  handling  costs  and  full  share  of  overhead  costs. 

Response  to  Written  Questions  Submitted  by  Hon.  William  L.  Clay  to  Robert 

C.  Williamson 

Question  1.  The  Committee  has  been  told  that  unless  nonprofit  mail  rates  include 
the  same  percentage  contribution  to  Postal  Service  overhead  as  do  commercial  rates, 
commercial  mailers  will  be  subsidizing  nonprofit  mailers.  Do  you  agree  with  that 
statement?. 

Answer.  It  is  our  understanding  that  the  Postal  Rate  Commission,  during  each 
omnibus  rate  case,  establishes  the  percentage  contribution  for  Postal  Service  over- 
head for  each  class  of  mail.  Without  continued  subsidy  for  nonprofit  mail,  the  bur- 
den of  mail  processing  costs  would  have  to  be  absorbed  by  the  other  classes  of  mail 
as  proportioned  by  the  Postal  Rate  Commission.  Answer — Yes. 

Question  2.  If  nonprofit  rates  reflected  one-half  the  percentage  contribution  to 
Postal  Service  overhead  of  corresponding  commercial  rates,  would  commercial  mail- 
ers be  subsidizing  nonprofit  mailers? 

Answer.  Yes,  and  we  add  that  the  general  mailing  public  pays  the  same  commer- 
cial rates. 

Question  3.  Current  postal  rates  are  established  so  that  First-Class  Mail  rates  in- 
clude a  higher  percentage  contribution  to  Postal  Service  overhead  than,  for  example, 
bulk  Third-Class  rates.  Are  First-Class  mailers  subsidizing  bulk  Third-Class  mail- 
ers? 

Answer.  The  Postal  Rate  Commission  is  prohibited  from  recommending  subsidized 
rates.  As  stated  in  our  response  to  Question  1  above,  the  Postal  Rate  commission 
determines  the  appropriate  contribution  to  Postal  Service  overhead  for  each  class  of 
mail. 

Question  4.  If  your  responses  to  questions  1,  2,  and  3  are  not  either  all  "yes"  or 
all  "no",  please  explain  the  differences  in  your  responses. 

Answer.  Not  applicable. 

Response  to  Written  Questions  Submitted  by  Hon.  Constance  A.  Morella  to 

Robert  C.  Williamson 

Question  1.  Last  week,  this  Committee  heard  from  the  Chairman  of  the  Postal 
Rate  Commission  (PRC)  that  on  occasion  they  have  had  difficulty  obtaining  reliable, 
accurate  data  from  the  Postal  Service,  which  is  necessary  for  them  to  adequately 
perform  their  statutory  duties.  Do  you  believe  a  legislative  solution  to  this  problem 
is  necessary? 

Answer.  Yes,  if  the  excessive  bureaucratic  and  authoritarian  attitudes  by  some  on 
the  national  postal  staff  are  not  changed  to  reflect  a  spirit  of  cooperation  as  devel- 
oped by  last  year's  Competitive  Services  Task  Force  and  the  Postal  Ratemaking  Re- 
form Task  Force. 

In  the  past,  there  have  been  suggestions  by  senior  postal  officials  that  the  Postal 
Rate  Commission  be  abolished  or  that  its  authority  in  the  ratemaking  process  be 
diminished.  Without  reservation,  we  cannot  support  such  recommendations.  The 
open  hearings  conducted  by  the  Postal  Rate  Commission  provide  the  only  means  for 
the  mailing  public  to  intervene  and  express  their  views  in  testimony  on  rate  and/ 
or  classification  changes.  Without  such  a  forum,  the  Postal  Service  would  in  effect 
become  the  attorney,  judge  and  jury  in  the  ratemaking  process  without  any  require- 
ment to  hear  the  views  of  mailers. 

Question  2.  The  Rate  Commission  is  presently  conducting  a  study  on  the  feasibil- 
ity of  creating  a  class  of  mail  for  mailers  who  utilize  recycled  paper.  Would  you  sup- 
port this  separate  class  of  mail? 

Answer.  No.  The  costs  associated  with  the  processing  of  mail  is  the  same  in  both 
a  manual  or  automated  environment  whether  the  paper  is  recycled  or  not. 

Question  3.  Last  year,  the  major  focus  of  these  hearings  was  to  analyze  the  rec- 
ommendations of  the  task  force  on  Postal  Ratemaking  Reform,  and  to  hear  com- 
ments and  criticisms  from  the  entire  postal  community  on  that  proposal.  Do  you  be- 
lieve this  Committee  should  move  forward  on  ratemaking  reform  or  has  the  time 
past  for  making  substantial  changes  in  the  Postal  Reorganization  Act  of  1970? 
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Answer.  The  Postal  Service  is  currently  leading  an  Ad  Hoc  Group  of  the  Mailers' 
Technical  Advisory  Committee  (MTAC)  in  a  study  of  the  feasibility  of  Reclassifying 
mail  classes  based  more  on  delivery  priorities  than  content.  We  recommend  that  the 
Committee  monitor  the  progress  and  results  of  this  joint  effort  before  weighing  the 
merits  of  making  substantial  changes  in  the  Postal  Reorganization  Act. 

Question  4.  Is  it  possible  to  institute  ratemaking  reform  without  legislation? 

Answer.  No. 

Question  5.  Do  you  believe  the  Board  of  Governors  of  the  Postal  Service  should 
take  a  more  active  role  in  some  decisions  of  postal  management? 

Answer.  Yes. 

Question  6.  Do  you  feel  the  Postal  Service  2  and  6  program  in  combination  with 
route  restructuring  is  proving  successful? 

Answer.  The  Delivery  Point  Barcode  was  implemented  on  March  21,  1993  and  the 
Postal  Service  declared  at  that  time  it  only  had  a  27%  capacity  to  handle  such 
barcodes.  Accordingly,  we  believe  that  an  assessment  of  success  would  be  premature 
at  this  time. 

Question  7.  The  Postal  Service  is  in  the  midst  of  a  complete  overhaul  of  the  exist- 
ing classifications  of  mail.  Do  you  believe  mailing  classifications  need  to  be  rede- 
fined? 

Answer.  It  is  certainly  worthy  of  the  study  currently  being  conducted  as  men- 
tioned in  our  response  to  Question  3  above.  However,  the  timing  appears  to  conflict 
with  reports  of  a  major  rate  case  filing  in  the  near  future.  We  believe  that  there 
are  advantages  to  reclassification  when  considering  the  comparability  of  processing 
costs  of  letter-size  mail  in  an  automation  environment. 

Question  8.  The  Postal  Service  has  asked  the  Rate  Commission  for  a  new  class 
of  mail  for  bulk,  automation  compatible  small  parcels.  Are  you  supportive  of  this 
new  class  of  mail. 

Answer.  Yes,  provided  it  proves  to  be  cost-efficient  and  the  savings  are  shared 
with  those  postal  customers  who  bear  the  costs  of  preparing  automation  compatible 
parcels. 

Question  9.  The  Postal  Service  revenue  foregone  proposal  includes  contributing 
$29  million  to  itself  to  make  up  for  past  costs  incurred.  Do  you  believe  this  is  appro- 
priate and  do  you  believe  that  revenue  forgone  will  be  funded  at  the  $29  million 
level  for  years  to  come? 

Answer.  No  to  both  questions.  We  believe  the  Postal  Service  should  be  reimbursed 
for  all  past  funding  shortfalls  and  that  funding  at  the  $29  million  level  will  stop 
within  a  few  years. 

Question  10.  Do  you  believe  it  is  inevitable  that  "revenue  foregone"  will  be  elimi- 
nated? 

Answer.  Yes.  We  believe  that  revenue  foregone  appropriations  will  end  at  some 
time  and  all  costs  will  be  borne  by  commercial  mailers.  However,  one  can  anticipate 
that  these  mailers  will  demand  a  review  of  the  eligibility  for  nonprofit  rates. 

Question  11.  Most  of  today's  testimony  clearly  supports  the  Postal  Service  pro- 
posal regarding  revenue  forgone.  Are  you  willing  to  work  with  this  Committee  to 
foster  a  compromise  that  might  be  somewhat  less  destructive  to  the  nonprofit  orga- 
nizations across  this  country? 

Answer.  It  would  be  a  pleasure  and  honor  to  work  with  the  Committee  on  this 
matter  or  any  others  where  our  participation  would  be  of  value. 

Miss  Collins.  Thank  you  very  much,  Mr.  Williamson.  Before  we 
entertain  questions,  we'll  have  Mr.  Sadder  give  his  statement. 

Mr.  Sackler.  Thank  you,  Madam  Chairman,  and  good  morning. 
The  Mailers  Council  certainly  appreciates  the  opportunity  to  ap- 
pear before  you  this  morning.  It's  always  a  pleasure  to  come  and 
testify  before  this  committee. 

The  Mailers  Council  is  a  coalition  of  approximately  60  organiza- 
tions, corporations,  and  trade  associations  involved  in  every  aspect 
of  the  mail,  which  collectively  employ  more  than  2  million  people, 
represent  more  than  23,000  companies,  and  account  for  a  major 
portion  of  the  mail  stream.  I  am  Arthur  Sackler,  and  I  am  Manag- 
ing Director  of  the  council. 

We  bring  you  a  mixed  message  this  year.  The  Postal  Service  has 
recently  gone,  as  you  know,  through  a  dramatic  restructuring.  We 
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believe  that  this  reorganization  has  exceeded  every  expectation  for 
it,  and  we  are  delighted  to  have  seen  its  success  thus  far. 

But  there's  a  shadow  cast  across  it  from  the  twin  budgetary  ini- 
tiatives in  the  current  budget  resolution  that  threaten  to  undo  the 
good  that  the  Postmaster  General  and  all  of  the  employees  of  the 
Postal  Service  have  achieved  thus  far. 

First,  the  good  news.  The  Postal  Service  in  our  view,  of  course, 
gets  high  grades  for  its  reorganization.  Its  plan,  the  Postmaster 
General  is  leadership,  and  the  execution  of  that  plan  by  all  of  the 
employees  of  the  Postal  Service  have  been  highly  impressive. 

Costs  are  down.  Service  is  doing  well,  perhaps  better  than  it  has 
in  the  recent  past.  The  plan  was  accomplished  with  no  layoffs. 
There  have  been  some  bumps  in  the  road,  no  doubt,  but  for  an  op- 
eration this  big  and  this  historic  in  terms  of  the  Postal  Service,  it 
has  been  remarkably  free  of  problems. 

Christmas,  this  past  which  is,  of  course,  the  peak  volume  season 
for  the  Postal  Service,  is  a  very  good  example.  Service  then  was  not 
only  maintained,  it  was  slightly  improved. 

The  Mailers  Council  greatly  approved  of  that  and  we  have 
thanked  all  of  the  employees  of  the  Postal  Service  for  their  efforts 
during  that  rush.  That's  attached  to  our  testimony. 

The  bottom  line,  again,  is  that  we're  delighted  with  the  results 
so  far  from  that  reorganization.  Nonethless,  there  are  storm  clouds 
on  the  horizon. 

The  revenue  forgone  and  interest  on  health  benefit  premiums 
charges  in  the  budget  resolution,  in  our  estimation  and  in  the  esti- 
mation of  the  Postal  Service,  collectively  would  cost  nearly  $2.8  bil- 
lion over  the  life  of  the  deficit.  That  would  make  it  virtually  inevi- 
table that  there  would  be  an  early  rate  increase,  notwithstanding 
all  of  the  efforts  by  the  employees  of  the  Postal  Service  to  date  to 
implement  their  plan. 

An  early  rate  increase  is  increasingly  risky  for  the  Postal  Service, 
which  is  in  an  intensifyingly  competitive  environment.  If  you  take 
a  look  at  our  statement,  we  have  examples  there  of  all  of  the  com- 
petitors to  the  Postal  Service,  or  at  least  most  of  them,  faxes, 
telemarketing,  electronic  mail,  alternative  hard  copy  delivery,  and 
so  forth,  all  of  them  growing  dramatically  year  over  year. 

This  means  jobs,  jobs  in  the  Postal  Service,  jobs  in  the  private 
sector  that  depend  on  the  Postal  Service.  The  only  ones  who  are 
going  to  benefit  are  the  competitors  to  the  Postal  Service.  Jobs 
there  will  increase. 

We've  heard  the  message  from  Chairman  Clay  and  from  other 
members  of  this  committee  as  well  as  over  on  the  Appropriations 
Committee  that  the  revenue  forgone  issue  must  be  addressed  per- 
manently this  year.  We've  heard  that  loud  and  clear.  We  agree  that 
there  must  be  a  permanent  solution. 

While  we  support  full  funding  for  revenue  forgone,  we  are  as 
supportive  of  the  good  works  of  all  of  those  folks  who  get  preferred 
rates  as  anyone  else. 

We  agree  with  the  Chairman's  shared  pain  approach.  We  think 
the  Postal  Service  has  put  a  proposal  on  the  table  that  does,  in- 
deed, share  the  pain.  We  suggest  to  you  that  it  ought  to  be  ex- 
plored very  seriously.  And  we  certainly  will,  Madam  Chairman, 
work  with  you  on  trying  to  come  to  a  solution  on  that. 
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As  to  the  interest  payment,  we  think  that  that's  nothing  short  of 
a  raid  on  USPS  funds  for  deficit  reduction.  This  is  an  organization 
that  in  recent  years  has  contributed  $9  billion  to  that  effort.  And 
that  money  comes  out  of  everyone's  pocket  around  the  country.  We 
think  it's  bad  policy,  bad  economics,  and  we  join  with  Chairman 
Clay  in  vigorously  opposing  it. 

That  will  conclude  my  oral  statement,  Madam  Chairman.  I  would 
be  happy  to  answer  any  questions  you  might  have. 

[The  prepared  statement  of  Mr.  Sackler  follows:] 

Prepared  Statement  of  Arthur  Sackler,  Managing  Director,  Mailers 

Council 

Good  morning,  Mr.  Chairman.  The  Mailers  Council  is  delighted  to  have  the  oppor- 
tunity to  appear  before  you  today  to  provide  our  views  as  you  exercise  your  respon- 
sibility to  oversee  the  Postal  Service.  My  name  is  Arthur  B.  Sackler  and  I  am  Man- 
aging Director  of  the  Council. 

The  Council  believes  that  the  restructuring  of  the  Postal  Service  by  Postmaster 
General  Marvin  Runyon  is  working  well  and,  in  fact,  exceeding  expectations.  How- 
ever, the  central  feature  of  that  restructuring — reducing  costs  to  stabilize  rates  and 
enhance  USPS'  competitiveness  in  an  increasingly  crowded  communications  world — 
is  being  placed  in  jeopardy.  The  threat  comes  from  two  provisions  in  the  President's 
Economic  Plan  incorporated  in  the  House  Budget  Resolution  (as  well  as  in  the  Sen- 
ate) calling  for  an  even  further  reduction  in  the  revenue  forgone  appropriation  and 
for  "interest"  on  the  premiums  on  retiree  health  care  paid  from  the  Treasury  from 
1971  to  1986.  Our  testimony  today  addresses  not  only  the  restructuring,  but  these 
threats  to  it. 

The  Council  is  a  coalition  of  59  organizations  deeply  concerned  about  postal  af- 
fairs. Its  member  companies  and  trade  associations,  comprised  of  the  largest  and 
some  of  the  smallest  mailers,  with  a  range  of  interests  that  includes  every  postal 
class  and  subclass,  collectively  account  for  a  major  portion  of  the  mailstream.  The 
organizations  together  employ  more  than  2  million  people  and  represent  more  than 
23,000  companies.  Council  members  have  an  enormous  stake  in  the  system  for  de- 
livery of  products,  publications,  business  correspondence,  payments  and  receipts, 
promotions  and  more.  The  Council  strongly  supports  a  robust,  healthy,  and  efficient 
Postal  Service. 

THE  "NEW"  POSTAL  SERVICE  HAS  THE  SUPPORT  OF  THE  MAILING  COMMUNITY 

The  restructuring  of  the  Postal  Service  is  working.  Today,  the  Postal  Service 
stands  on  the  threshold  of  a  new  era.  The  painful,  but  long  overdue,  restructuring 
is  bringing  costs  into  line,  and  the  Service  is  much  leaner  and  ready  to  be  more  com- 
petitive than  it  ever  has.  Exhibit  A  is  that,  notwithstanding  the  major  reduction  in 
management  and  other  personnel  and  fundamental  changes  due  to  its  operating 
structure,  USPS  not  only  maintained,  but  slightly  improved,  its  delivery  service  dur- 
ing the  Christmas  rush.  In  fact,  concerned  about  service  during  that  period,  the 
Council  established  its  own  reporting  network.  However,  we  received  no  complaints 
on  service  disruptions  that  might  not  have  happened  in  any  Christmas  season,  and 
there  were  even  fewer  of  those. 

This  prompted  the  Council  to  survey  its  memberships'  view  of  service  during  the 
Christmas  rush.  Council  members  gave  the  Postal  Service  a  7.44  rating  out  of  10 
on  its  efforts  overall.  Council  members  were  so  impressed  with  the  Service's  efforts 
that  they  decided  to  publicly  thank  every  employee  of  the  postal  system.  I  am  at- 
taching a  copy  of  a  thank  you  letter  from  the  Mailers  Council  to  every  man  and 
woman  in  the  Postal  Service  that  was  published  in  the  postal  employee  publication 
"FOCUS,"  at  page  12. 

The  short  track  record  of  the  restructuring,  including  the  Christmas  rush,  is  par- 
ticularly impressive  given  that  it  was  accomplished  in  the  face  of  real  pressure.  In 
short,  the  Postal  Service  had  to  succeed,  for  the  competitive  forces  confronting  the 
Service  are  magnifying  in  number  and  intensity.  The  Postal  Service  must  be  at  its 
most  competitive  as  it  heads  into  the  balance  of  this  decade  and  the  next.  Here  is 
a  brief  overview  of  the  competition: 

Faxes  are  exploding.  A  study  released  in  January  of  this  year  noted  that,  in  1991, 
2  million  U.S.  offices  faxed  30  billion  pages  of  information,  largely  at  the  expense 
of  First  Class  and  Express  Mail.  The  study  stated  that  nearly  20  million  fax  ma- 
chines were  in  operation  around  the  world  in  1991,  with  growth  of  15%  per  year. 
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And,  as  fax  and  telephone  service  prices  continue  to  come  down,  that  pace  of  growth 
of  fax  purchases  and  usage  will  only  escalate. x 

Telemarketing  continues  to  boom.  In  1993,  telemarketing  sales  are  projected  to 
grow  14%  over  1992,  to  $364.5  billion.  Even  in  the  absence  of  another  postal  rate 
increase,  they  are  projected  to  grow  to  nearly  $450  billion  in  1995.2 

Alternative  hard  copy  delivery  sources  are  increasing,  with  some  85  million  copies 
of  magazines  and  catalogues  now  being  delivered  outside  the  mail  that  were  not  as 
recently  as  1990.  And,  according  to  the  Newspaper  Association  of  America,  news- 
paper delivery  of  advertising  matter  carried  outside  the  mail  in  total  market  cov- 
erage products  has  greatly  expanded  over  the  last  five  years,  with  some  1200  daily 
newspapers  now  involved. 

Current  cable  television  sales  channels  are  growing  dramatically.  In  fact,  QVC 
and  Home  Shopping  Network  reportedly  may  merge  this  year,  creating  a  $2  billion 
business.3 

Electronic  mail  users  have  mushroomed  from  670,000  in  1983  to  more  than  25 
million  in  1992.4 

New,  truly  interactive  and  user  friendly  electronic  communications,  some  with  lit- 
erally limitless  choice,  planned  by  a  variety  of  cable  and  telephone  companies, 
threaten  the  Postal  Service  franchise  on  catalogues  and  other  advertising  mail. 

This  does  not  count  alternatives  such  as  Federal  Express,  United  Parcel  Service 
and  others  which  have  long  since  dominated  discrete  segments  of  the  mailstream. 

Council  members  want  the  restructuring  to  succeed,  the  Postmaster  General  to 
succeed  and,  most  of  all,  the  Postal  Service  to  succeed.  However,  mailing  is  more 
and  more  an  elastic,  highly  price  sensitive  service.  If  costs  do  not  remain  under  con- 
trol and  prices  stable,  Council  members,  like  all  other  mailers,  will  migrate  to  the 
lowest  priced  alternative  that  provides  reasonably  comparable  service. 

That  is  why  the  deficit  reduction  targeted  at  the  Postal  Service  in  the  Budget  Res- 
olution is  viewed  with  such  alarm  in  the  mailing  community.  The  two  impositions 
deserve  different  treatment:  revenue  forgone  a  "shared  pain"  solution,  as  you  have 
indicated,  Mr.  Chairman,  with  the  "interest"  payment  outright  rejected,  as  you  sug- 
gested in  your  recent  letter  to  the  House  Budget  Committee. 

REVENUE  FORGONE  SOLUTION:  USPS  PROPOSAL 

The  system  cries  out  for  reform,  with  some  400,000  organizations  now  annually 
receiving  "preferred"rates  and  more  to  come:  the  Motor  Voter  and  Campaign  Fi- 
nance Reform  legislative  mandates  could  be  the  tip  of  the  iceberg  of  a  whole  new 
generation  of  preferred  rate  mailers.  Moreover,  based  on  FY  '93  cost  shifting  to 
other  mailers,  those  mailers  have  no  incentive  to  create  the  most  accurate,  non-re- 
dundant, targeted  mailings.  And  even  the  President's  proposal  states  that:  "This 
postal  subsidy  is  an  inefficient  means  of  supporting  charitable  and  non-profit  organi- 
zations, particularly  compared  to  the  support  provided  by  the  tax  deduction  allowed 
for  charitable  contributions." 

The  Council  believes  the  Postal  Service  has  offered  a  proposal  that  shares  the 
pain  you  have  prescribed.  Its  elements  include  reducing  eligibility  for  the  preferred 
rates,  a  three-year  phase-in  to  full,  unsubsidized  rates  for  those  retaining  eligibility, 
and  the  retirement  of  the  revenue  forgone  deficit  over  an  amortization  period  of  30 
years. 

Its  benefits  are  that  it  would  ensure  no  general  rate  increase  from  the  loss  of  the 
appropriation;  remain  faithful  to  the  principle  that  each  class  of  mail  carry  its  own 
costs  and,  of  course,  be  fair. 

Any  revenue  forgone  reform  proposal  must  start  with  reduction  in  eligibility.  The 
number  of  mouths  to  feed — now  some  400,000  according  to  USPS — has  simply  ex- 
ceeded the  available  food  supply.  As  the  President's  proposal  notes:  "[L]oopholes 
exist  that  allow  some  mailers  to  take  advantage  of  this  system;  for  example,  certain 
special  interest  lobbying  groups  can  mail  at  reduced  rates."  Moreover,  much  of  the 
burden  of  any  increase  in  postal  rates  caused  by  this  subsidy  will  ultimately  be 
borne  by  consumers  as  business  mailers  are  forced  to  pass  whatever  increased  costs 
on  they  can. 

Thus,  some  choices  must  be  made  and  the  Postal  Service's  represent  a  good  faith, 
credible  effort  by  a  party  able  to  choose  among  preferred  rate  mailers  with  no  bias. 


1  McKenzie,  Richard  B.  "The  Economy  of  Faxing:  A  Technological  Threat  to  the  Mail  Monop- 
oly," Center  for  the  Study  of  American  Business,  January,  1993,  at  6,  15. 
2 The  1991/1992  Guide  to  Telemarketing,  Marketing  Logistics,  Inc.,  1992,  at  111-10. 
3  Wall  Street  Journal,  March  15,  1993,  at  p.  C2. 
■•Electronic  Mail  and  Microsystems,  January,  1993,  at  p.  1. 
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In  any  event,  the  USPS  proposal  retains  eligibility  for  the  core  of  the  non-profits 
and  means  for  achieving  their  missions:  solicitations  of  contributions. 

A  period  of  phasing-in  allows  the  remaining  preferred  rate  mailers  to  prepare  for 
the  loss  of  the  subsidy.  Even  so,  their  full  rate  will  remain  below,  and  in  some  cases, 
substantially  below,  the  equivalent  commercial  rate.  See  attached  chart  prepared  by 
USPS. 

Together,  however,  these  do  represent  pain  to  the  non-profit  mailing  community. 

There  is  also  some  pain  for  the  Congress.  Under  this  plan,  a  revenue  forgone  ap- 
propriation is  contemplated  for  30  years  to  retire  transition  costs  of  $871  million. 

Finally,  the  customers  of  the  Postal  Service  already  have  and  will  continue  to  bear 
more  of  the  pain.  Postal  customers  have  absorbed  $3  billion,  according  to  USPS,  in 
extra  postage  costs  since  1988  because  of  the  "equal  markup"  rule.  This  does  not 
include  a  sixth  installment  of  several  hundred  million  in  FY  '93.  And  even  under 
the  Postal  Service  proposal,  additional  absorption  will  occur.  The  result  is  pain  to 
the  mailing  community. 

In  other  words,  Mr.  Chairman,  we  believe  that  the  Postal  Service  proposal  rep- 
resents a  true  shared  pain  solution.  We  commend  it  for  serious  consideration  by  you 
and  your  colleagues,  and  have  to  Chairman  Hoyer  and  his  colleagues  on  the  Treas- 
ury, Postal  Service  and  Gei  iral  Government  Subcommittee  of  the  Appropriations 
Committee. 

NO  INTEREST  IN  "INTEREST  PAYMENTS:"  THE  POSTAL  SERVICE  HAS  CONTRIBUTED 

ENOUGH 

According  to  the  Postmaster  General,  the  Postal  Service  has  contributed  some  $9 
billion  for  deficit  reduction  since  1985.  As  Mr.  Runyon  said  recently  in  testimony 
before  the  Other  Body,  "the  Postal  Service  has  paid  more  than  its  fair  share  to  help 
reduce  the  deficit."  The  Council  could  not  agree  more. 

The  interest  payment  is  especially  troubling  and  coercive.  First,  as  you  have  noted 
Mr.  Chairman,  it  is  simply  substantively  wrong.  The  payments  made  by  the  Postal 
Service  under  the  Omnibus  Budget  Reconciliation  Act  of  1990  "discharged"  all  of  its 
obligations  on  programs  such  as  retiree  COLAs  and  health  benefit  premiums.  Con- 
juring up  an  interest  charge  after  the  fact  completely  contradicts  that  choice  of  law, 
policy  and  economics  made  by  he  Congress  in  1990.  It  is  little  more  than  a  fig  leaf 
to  disguise  a  raid  on  postal  funds  to  pay  down  the  deficit. 

Second,  this  would  be  a  very  ill-advised  policy  choice.  Would  it  set  an  ex  post  facto 
precedent  concerning  other  funds  that  the  Congress  has  made  available  to  the  Post- 
al Service  in  the  past?  These  might  include  the  public  service  appropriation,  or  the 
special  appropriation  in  Fiscal  Years  1976  and  1977  for  $1  billion  that  was  applied 
against  USPS  debt  from  operations  at  the  time.  We  simply  could  no  longer  be  sure 
that  the  book  on  these  funds  would  remain  closed.  Any  and  all  might  be  as  easily 
resurrected  as  the  retiree  health  premium  issue  for  deficit  reduction  and  with  inter- 
est, to  boot.  That  is  simply  poor  policy.  The  book  should  stay  closed. 

Third,  this  is  economically  counterproductive  to  a  postal  system  that  is  just  start- 
ing to  make  the  great  competitive  strides  outlined.  It  will  substantially  add  to  the 
cost  burden  the  USPS  must  carry,  exerting  greater  pressure  upon  the  system  and 
the  jobs  it  supports.  And  even  more  jobs,  those  in  industries  that  depend  on  man- 
ageable postal  rates,  would  be  at  stake.  If  a  major  goal  of  the  deficit  reduction  plan 
is  job  creation,  then  this  is  not  the  way  to  go  about  it.  The  only  jobs  that  will  be 
created  will  be  those  in  the  proliferating  industries  that  compete  with  USPS. 

In  sum,  dropping  a  billion  dollar  hit  on  the  Postal  Service  makes  no  sense  for  an 
organization  that  has  contributed  as  much  as  the  postal  system  has,  and  is  just  get- 
ting its  financial  and  operational  house  in  order.  The  Council  urges  you,  Mr.  Chair- 
man, and  your  colleagues  to  continue  you  vigorous  opposition  to  the  imposition  of 
this  payment. 

CONCLUSION 

The  Mailers  Council  is  pleased  with  the  dramatic  progress  the  Postal  Service  has 
made  over  the  past  year.  We  hope  they  can  sustain  their  good  performance  and  are 
quite  ready  to  cooperate  not  only  with  the  Service,  but  with  you  Mr.  Chairman  and 
your  colleagues  on  this  Committee,  to  support  that  effort.  As  evidenced  by  our  firm 
support  for  the  USPS  proposal,  we  are  prepared  to  participate  in  a  "shared  pain" 
solution  to  the  revenue  forgone  question.  And,  finally,  we  hope  to  work  with  you  to 
block  the  unjustified  and  coercive  "interest"  payment. 

Thank  you  and  I  would  be  happy  to  respond  to  any  questions  you  might  have. 


83 


% 

o 

"5 


>OARD  OF  DIRECTORS 

R*(in>ldR.Rr»c*,Jr. 
Oi«lmu  mad  Oitt  LumiUtr  Officer 


Villi, as  E-  McClh* 
f  mid*  nl.  ai.lo(  DrrMo* 

E.  V»efcd  F«a»«tmkcr 

Orr-ulinon,  MirVel  A  nilr*k» 
Scan,  Roebuck  and  Co 


Amb.  NkboUi  A.  Velwlea 

STEEJUNC  COMMITTEE 
C*iy  H    B*c 

IUvIb 


Rich*rd  BacMkMHi 
TreiKlcaJ 

tl.r  ir  Hinlj  Direct  Mirlrli  ri(  Croup 


DIRECTOR 


Mailers  Council 


To  the  men  and  women 
of  the  Postal  Service: 


THANK  YOU. 


This  past  Christmas  season,  you  faced  a 
formidable  task.  Kith  far  fewer  people,  a  brand 
new  structure  and  a  growing  workload,  you  were 
expected  to  get  the  mail  through  and  on  time. 

The  Mailers  Council  represents  a  large 
percentage  of  your  business.  In  fact,  among  the 
23,000  companies  that  belong  to  the  Council 
directly  or  through  their  trade  associations, 
we  estimate  that  combining  our  outgoing  and 
incoming  mail,  we  account  for  as  much  as  three- 
quarters  of  the  mail  stream.  The  Christmas 
season  is  the  busiest  for  many  of  our  members, 
and  the  rest  of  us  worry  about  how  our  regular 
mail  will  fare  in  the  crush. 

Well,  you  sure  came  through  for  us.  From 
the  Postmaster  General  to  the  newest  and  least 
experienced  craft  employee,  all  of  you  showed 
the  dedication,  initiative  and  industriousness 
that  made  this  Christmas  season  a  success.  You 
didn't  do  just  as  well  as  previous  years  —  you 
did  better!  And  you  did  it  with  all  the  changes 
that  took  place  this  past  fall. 


Congratulations 
keep  up  the  good  work. 


a  job  well  done,  and 


Sincerely, 

The  Mailers  Council 


Members  ofthe  Mailers  Council:  AT&T  •  Advertising  Mail  Marketing  Association  •  Advo-System.  Inc  •  Alliance  of  Independent  Store 
Owners  and  Professionals  •  Atlmerica  Financial  Group  •  American  Bankers  Association  •  American  Express  Company  •  Association 
of  American  Publishers  •  Association  of  Business  Publishers  •  Association  of  Paid  Circulation  Publications.  Inc.  •  Betl  Atlantic  •  BMG 
Direct  Marketing,  inc..  Bertelsmann  Music  Group  Co.  •  Bemheimer  Associates  •  Columbia  House  •  Conde  Nast  Publications  Inc.  • 
Continental  Web  •  Council  of  Public  Utility  Mailers  •  Direct  Marketing  Association  •  R.  R  Donnelley  &  Sons  Company.  Inc .  *  Dow  Jones 
&  Company,  Inc.  *  Dun  &  Bradstreet  •  Edison  Electric  Institute  •  Envelope  Manufacturers  Association  of  North  America  •  E.  U.  Services 

•  Rngerhut  Corporation  •  Food  Marketing  Institute  •  Gravure  Association  of  America  *  Greeting  Card  Association  •  Hallmark  Cards 
Inc.  •  Harte-Hanks  Communications.  Inc.  •  Hearst  Magazines  •  International  Billing  Services  •  JCPenney  •  Magazine  Publishers  of 
America  ♦  Mail  Advertising  Services  Association  •  Mail  Order  Association  of  America  •  McGraw-Hill  Inc.  •  Merrill  Lynch  &  Co..  Inc.  • 
Montgomery  Ward  &  Co.  •  National  Association  of  Presort  Mailers  •  National  Newspaper  Association  •  National  Postal  Policy  Council 

•  National  Retail  Federation  •  National  Service  Industries.  Inc.  •  Newspaper  Association  of  America  •  Newsweek,  Inc.  •  Pacific  Bell 

•  Parcel  Shippers  Association  •  Prudential  Bache  Securities,  Inc.  •  Publishers  Clearing  House  •  The  Readers  Digest  Association,  Inc 

•  Recording  Industry  Association  of  America  ■  Red  Tag  News  Publications  Association  •  Rodale  Press  •  Sears  •  Spiegel,  Inc.  •  Time 
Warner  Inc.  •  Times  Mirror  •  U  S  News  and  World  Report 
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...  r  „„„.  r,t„c       Unsubsidized        Commercial 

Class  of  Service  Current  rates  fa(es ,  rates 

Second-Class  Publications: 

In  County 7.0  9.0  12.6 

Nonprofit  128  15.8  15.9 

Classroom  17.3  21.5  21.8 

Science  of  Agriculture 15.8  16.3  16.5 

Third-Class  Nonprofit: 

Carrier  Route  Presort 5.2  8.2  10.9 

Presort  to  Five  Digits 8.1  11.1  14.6 

Required  Presort  164  19.6  23.3 

Fourth-Class  Library  Rate 137.0  143.0  234.0 

1  Rates  which  reflect  the  handling  costs  and  full  share  of  overhead  costs. 

Response  to  Written  Questions  Submitted  by  Hon.  William  L.  Clay  to 

Arthur  Sackler 

Question  1.  The  Committee  has  been  told  that  unless  nonprofit  mail  rates  include 
the  same  percentage  contribution  to  Postal  Service  overhead  as  do  commercial  rates, 
commercial  mailers  will  be  subsidizing  nonprofit  mailers.  Do  you  agree  with  that 
statement? 

Answer.  In  a  very  general  way,  yes.  . 

Question  2.  If  nonprofit  rates  reflected  one-half  the  percentage  contribution  to 
Postal  Service  overhead  of  corresponding  commercial  rates,  would  commercial  mail- 
ers be  subsidizing  nonprofit  mailers? 

Answer  Yes. 

Question  3.  Current  postal  rates  are  established  so  that  First-Class  Mail  rates  in- 
clude a  higher  percentage  contribution  to  Postal  Service  overhead  than,  for  example, 
bulk  Third-Class  rates.  Are  First-Class  mailers  subsidizing  bulk  Third-Class  mail- 
ers? 

Answer  No 

Question  4.  If  your  responses  to  questions  1,  2,  and  3  are  not  either  all  "yes"  or 
all  "no",  please  explain  the  differences  in  your  responses. 

Answer.  Comparing  questions  one  and  two  to  question  three  is  like  comparing  ap- 
plies to  oranges.  Nonprofit  mailers  have  by  law  been  subsidized  by  the  Treasury. 
To  the  extent  that  that  subsidy  is  reduced,  yet  the  rates  of  nonprofits  are  either 
kept  steady  or  not  raised  proportionately  to  the  subsidy  that  has  been  removed,  the 
cost  necessarily  falls  on  the  "Postal  Service,"  i.e.,  mailers.  It  becomes  a  cross-subsidy 
because  mailers  are  substituted  for  the  Treasury  in  bearing  the  subsidy.  On  the 
other  hand,  the  Postal  Rate  Commission,  again  by  law,  sets  the  percentage  contribu- 
tion to  overhead  from  every  class. 

There  are,  as  you  know,  eight  factors  under  39  U.S.C.  Sec.  3622(b)  pursuant  to 
which  the  Rate  Commission  determines  what  the  recommended  percentage  con- 
tribution should  be.  Since  each  contribution  is  intended  by  the  statute  to  be  deter- 
mined independently,  it  cannot  be  a  cross  subsidization.  Whether  first  class  should 
or  should  not  carry  a  higher  proportion  of  the  overhead  than  third  class  is  virtually 
beside  the  point;  its  burden  is  determined  according  to  legislative  prescription  by 
the  Rate  Commission.  .  . 

If  all  eight  overhead  factors  affected  each  of  these  two  classes  identically  in  the 
estimation  of  the  Rate  Commission,  then  according  a  higher  percentage  contribution 
to  first  class  might  constitute  a  cross-subsidization  of  third  class.  However,  that  is 
manifestly  not  the  case,  and  a  fundamental  reason  why  the  Rate  Commission  has 
judgmental  discretion  rather  than  some  mechanistic  formulation  for  determining 
contributions  to  overhead.  Therefore,  the  answers  to  questions  one  and  two  versus 
question  three  can  and  should  be  different. 

Response  to  Written  Questions  Submitted  by  Hon.  Constance  A.  Morella  to 

Arthur  Sackler 

Question  1.  Last  week,  this  Committee  heard  from  the  Chairman  of  the  Postal 
Rate  Commission  (PRO  that  on  occasion  they  have  had  difficulty  obtaining  reliable, 
accurate  data  from  the  Postal  Service,  which  is  necessary  for  them  to  adequately 
perform  their  statutory  duties.  Do  you  believe  a  legislative  solution  to  this  problem 
is  necessary? 

Answer.  If  the  Rate  Commission  is  indeed  having  difficulty  obtaining  appropriate 
data  from  USPS,  then  by  far  the  best  solution  is  discussions  between  the  two  agen- 
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cies  leading  to  better  coordination  on  data.  The  heads  of  these  two  agencies  should 
be  given  every  chance  to  resolve  any  difficulties.  If  they  were  not  able  to,  then  some 
sort  of  oversight  intervention  might  be  appropriate.  And  only  as  a  very  last  resort 
should  a  legislative  solution  be  applied. 

Question  2.  The  Rate  Commission  is  presently  conducting  a  study  on  the  feasibil- 
ity of  creating  a  class  of  mail  for  mailers  who  utilize  recycled  paper,  would  you  sup- 
port this  separate  class  of  mail? 

Answer.  While  the  Mailers  Council  itself  has  taken  no  position  on  this  issue, 
many  of  our  members  have  opposed  creating  a  postage  incentive  for  using  recycled 
paper.  Their  reasons  generally  are  that  the  issue  of  recycling  paper  should  be  ad- 
dressed in  a  broad  way,  across  all  uses  of  paper.  The  postal  system  is  not  the  appro- 
priate vehicle  for  dealing  with  a  broad,  social  problem;  it  is  designed  to  set  rates 
for  mail  based  on  characteristics  intrinsically  important  to  mailing.  While  recycled 
content  may  be  intrinsically  important  to  preserving  our  natural  resources  and  oth- 
erwise improving  our  environment,  it  is  not  intrinsically  important  to  mailing.  A  re- 
cycled paper  mail  class  is  not  the  way  to  go  to  accomplish  this  end. 

Question  3.  Last  year,  the  major  focus  of  these  hearings  was  to  analyze  the  rec- 
ommendations of  the  task  force  on  Postal  ratemaking  reform,  and  to  hear  comments 
and  criticisms  from  the  entire  postal  community  on  that  proposal.  Do  you  believe 
this  committee  should  move  forward  on  ratemaking  reform  or  has  the  time  past  for 
making  substantial  changes  in  the  Postal  reorganization  act  of  1970? 

Answer.  The  time  has  not  passed  for  reconsidering  the  Postal  Reorganization  Act. 
If  anything,  the  need  has  intensified.  As  time  passes,  for  those  parts  of  the  Act  that 
might  be  outdated  or  otherwise  not  working  well,  or  simply  not  contemplated  in  the 
original  Act,  the  need  for  change  has  intensified.  While  the  Committee  might  review 
the  recommendations  of  the  Task  Force,  the  Council  would  remind  you  that  it  was 
a  product  entirely  of  in-house  review.  We  would  respectfully  suggest  that  you  con- 
sider views  from  the  private  sector  and  other  users  of  the  system,  and  perhaps  spe- 
cifically look  at  some  of  the  ideas  that  were  being  discussed  in  a  group  composed 
of  the  Postal  Service,  the  unions  and  management  associations,  and  the  mailers  dur- 
ing 1991  and  early  1992. 

Question  4.  Is  it  possible  to  institute  ratemaking  reform  without  legislation? 

Answer.  Some  such  changes  clearly  would  be  possible,  but  fundamental  changes 
that  could  really  make  a  difference  almost  certainly  would  require  legislation. 

Question  5.  Do  you  believe  the  Board  of  Governors  of  the  Postal  Service  should 
take  a  more  active  role  in  some  decisions  of  Postal  management? 

Answer.  The  Council  believes  that  the  Board  of  Governors  of  the  Postal  Service 
should  function  like  a  board  of  directors  of  a  corporation.  They  should  not 
micromanage,  but  they  clearly  should  hold  management  firmly  accountable  for  all 
its  actions.  At  times,  that  very  well  may  imply  an  active  role  in  the  managerial 
decisional  process. 

Question  6.  Do  you  feel  the  Postal  Service  2  and  6  program  in  combination  with 
route  restructuring  is  proving  successful? 

Answer.  The  Council  commends  the  Postal  Service  for  taking  this  step,  along  with 
many  others,  to  become  more  efficient  and  cost  effective.  However,  the  Council  has 
not  specifically  examined  this  program  with  its  members  in  order  to  determine  its 
efficacy.  If  you  are  interested,  we  would  be  delighted  to  ask  our  members  for  feed- 
back on  the  two  and  six  program. 

Question  7.  The  Postal  Service  is  in  the  midst  of  a  complete  overhaul  of  the  exist- 
ing classifications  of  mail,  do  you  believe  mailing  classifications  need  to  be  rede- 
fined? 

Answer.  Again,  the  Council  commends  the  Postal  Service  for  conducting  a  review 
of  the  classification  system.  The  current  classification  system  has  been  in  existence 
for  a  long  period  of  time  and  review  is  appropriate.  Beyond  that,  because  the  nature 
of  classification  itself  means  that  it  is  class  specific,  the  Council  will  defer  to  its 
members  on  this  question. 

Question  8.  The  Postal  Service  has  asked  the  rate  commission  for  a  new  class  of 
mail  for  bulk,  automation  compatible  small  parcels,  are  you  supportive  of  this  new 
class  of  mail? 

Answer.  Our  answer  is  the  same  as  for  number  seven. 

Question  9.  The  Postal  Service  revenue  forgone  proposal  includes  contributing  $29 
million  to  itself  to  make  up  for  past  costs  incurred.  Do  you  believe  this  is  appro- 
priate and  do  you  believe  that  revenue  forgone  will  be  funded  at  the  $29  million 
level  for  years  to  come? 

Answer.  This  question  is  somewhat  dated,  because  the  Committee  has  voted  to 
authorize  the  $29  million  annual  appropriation  for  42  years.  The  Council  does  be- 
lieve this  is  an  appropriate  authorization  and  supports  it  as  a  means  of  paying  for 
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the  transitional  costs.  Whether  or  not  the  $29  million  will  actually  be  funded  for 
the  full  42  years  is  a  question  that  we  are  willing  to  take  one  year  at  a  time. 

Question  10.  Do  you  believe  it  is  inevitable  that  "revenue  forgone"  will  be  elimi- 
nated? 

Answer.  Revenue  forgone  should  be  eliminated,  and  preferred  rates  accordingly 
raised.  Some  other  means,  most  likely  through  the  tax  code,  should  be  used  to  sup- 
port the  good  done  by  the  churches,  charities  and  social  service  organizations  that 
now  receive  reduced  rates. 

Question  11.  Most  of  today's  testimony  clearly  supports  the  Postal  Service  pro- 
posal regarding  revenue  foregone,  are  you  willing  to  work  with  this  committee  to 
foster  a  compromise  that  might  be  somewhat  less  destructive  to  the  nonprofit  orga- 
nizations across  this  country? 

Answer.  The  Council  certainly  does  not  want  to  be  destructive  to  nonprofit  organi- 
zations. In  fact,  collectively,  Mailers  Council  members  contribute  at  least  hundreds 
of  millions  of  dollars  annually  to  support  the  activities  of  these  same  organizations. 
If  a  compromise  that  might  be  somewhat  less  destructive  to  nonprofit  organizations 
would  not  require  that  other  mailers  bear  more  their  burden,  we  would  be  delighted 
to  work  on  it  and  support  it.  However,  again,  since  the  Committee  has  already  ap- 
proved the  "Clay  Compromise,"  this  question  is  a  bit  out  of  date.  The  Council  ac- 
cepts the  compromise  and  believes  it  is  a  firm  step  in  the  right  direction.  However, 
we  are  concerned  about  its  precedental  and  financial  impact  on  the  postal  system. 
Once  again,  nonprofit  organizations  that  do  good  for  our  entire  society,  ought  to  be 
supported  by  the  whole  society.  The  mailing  community  should  not  be  singled  out 
for  their  support  in  a  way  that  no  other  industry's  customers  are. 

Thank  you. 

Miss  COLLINS.  Thank  you  very  much,  Mr.  Sackler.  I'll  start  with 
you,  Mr.  Sackler.  The  shared  pain  of  commercial  mailers  you  men- 
tioned, you  said  that  Congress  and  the  nonprofit  mailers  in  1986 
stopped  paying  comparatively  more  than  commercial  mailers?  And 
now  you're  talking  about  evening  it  up.  You  said  the  Chairman, 
Bill  Clay. 

Mr.  Sackler.  No.  I  don't  know  that  you're  talking  about  evening 
it  out  here.  We're  looking  at  the  proposal  of  the  Postal  Service. 
That  does  several  things.  First  of  all,  it  reduces  eligibility  for  pre- 
ferred rates.  I  think  there's  a  fairly  common  sense  that  there  are 
too  many  folks  that  are  in  there,  certainly  for  the  funds  that  are 
available. 

Then  there's  a  phasing  period  for  everyone  who  is  left  that  gives 
them  some  opportunity  to  get  used  to  the  notion  of  higher  rates. 
That  certainly  is  a  fair  amount  of  pain  for  those  folks. 

Miss  Collins.  Are  you  speaking  of  them  paying  the  same  fare 
rates  as  commercial? 

Mr.  Sackler.  Excuse  me? 

Miss  Collins.  Are  you  speaking  of  nonprofits  eventually  paying 
the  same  rates  as  commercial  mailers? 

Mr.  Sackler.  The  way  the  Postal  Service  has  calculated  it,  when 
the  nonprofit  folks  or  other  preferred  rate  mailers  are  up  to  their 
full  rates,  it  still  falls  short  of  the  full  commercial  rate.  There's  still 
an  advantage  that  varies  depending  on  the  class  or  subclass.  That's 
by  Postal  Service  calculation. 

Miss  Collins.  Okay.  Thank  you. 

The  committee  would  like  to  welcome  a  new  member,  the  Honor- 
able Mr.  Petri  from  the  State  of  Wisconsin.  Welcome  to  the  commit- 
tee. Do  you  have  any  questions  you  would  like  to  ask? 

Mr.  Petri.  Thank  you,  Madam  Chairman. 

I  have  just  one  area — I'm  not  sure  which  of  you  would  care  to 
respond  or  both — having  to  do  with  the  overhaul.  The  Postal  Serv- 
ice is  now  in  the  midst  of  classifications  of  mail.  Do  you  think 
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that's  important  and  necessary  or  are  you  supporting  the  effort 
that  the  Post  Office  is  making  to  reclassify  mail? 

Mr.  Sackler.  Certainly  the  exercise  is  important.  The  Post- 
master General  wants  to  take  a  look  at  the  system  from  top  to  bot- 
tom. It's  been  in  place  for,  certainly  the  way  it  is,  substantially 
since  postal  reorganization.  And  that  was  an  inheritor  of  pretty 
much  the  same  system  from  decades  before. 

So  anything  that's  got  that  kind  of  age  and  particularly  en- 
crusted approaches  to  it  deserves  to  be  reviewed,  but  it  has  to  be 
reviewed  carefully,  prudently,  slowly.  Obviously,  the  views  on  par- 
ticular changes  are  going  to  vary  all  over  the  lot. 

The  Mailers  Council  has  not  been  able  to  participate  as  the  Mail- 
ers Council  in  that  because  our  members  have  different  views  on 
the  overall  changes  that  are  being  discussed  and,  of  course,  over 
particular  changes.  So  we  leave  it  to  the  individual  associations 
and  other  members  of  our  group  to  address. 

Mr.  Petri.  Thank  you.  And  do  you  have  a  position  on  the  sepa- 
rate class  of  mail  for  mailers  who  use  recycled  paper? 

Mr.  Sackler.  The  Mailers  Council  hasn't  addressed  that  issue 
yet. 

Mr.  Petri.  All  right.  I  think  they're  doing  a  study  on  that. 

Mr.  Sackler.  Right.  Well,  we  will  consider  it,  Congressman,  and 
get  back  to  you  with  a  reaction. 

Mr.  PETRI.  And  I  think  they're  thinking  about  a  new  class  of  mail 
for  bulk,  automated-compatible  small  parcels,  and  a  special  rate  for 
that.  Are  you  supporting  that  before  the  Postal  Rate  Commission? 

Mr.  Sackler.  Well,  speaking  again  for  us,  once  again,  that's  an 
issue  that  is  very  specifically  related  to  a  couple  of  classes  within 
the  overall  system.  So  we  leave  it  to  those  associations  and  individ- 
ual mailers  who  would  be  directly  affected  by  it. 

Mr.  Petri.  I  just  had  one  quick  question  for  Mr.  Williamson,  and 
that  is:  You're  a  pro.  You've  been  here  many  years  before  this  com- 
mittee, and  I'm  new.  But  I  would  be  interested  if  you  had  any  com- 
ments on  the  practical  effect  of  a  presort  bureau.  Have  you  been 
working  to  set  up  or  do  you  have  such  an  operation  going?  And 
could  you 

Mr.  Williamson.  Can  you  restate  the  question,  please? 

Mr.  Petri.  Yes.  Could  you  outline  for  the  benefit  of  some  of  the 
newer  members  of  the  committee  the  practical  business  effects  of 
a  presort  bureau? 

Mr.  Williamson.  A  presort  bureau,  the  first  one  was  formed  in 
1977  for  the  purpose  of  providing  the  opportunity  for  small  and 
mid-range  volume  mailers  to  participate  in  the  presort  program 
and  gain  the  benefits  like  the  larger  corporations  could  do  by  com- 
mingling the  small  volumes  of  mail  and  creating  one  large  volume. 
Then  that  mail  all  qualified,  just  like  it  did  for  the  larger  corpora- 
tions. 

That  prevails  now  today,  even  with  the  addition  of  prebarcoding. 
And  we're  not  only  presorting,  but,  again,  half  of  the  mail  that  we 
presort  is  being  prebarcoded. 

Miss  Collins.  Mr.  Williamson,  were  members  of  your  association 
given  any  assurances  or  promises  by  the  Postal  Service  on  the 
length  of  time  that  a  nine-digit  bar  code  discount  would  be  in  ef- 
fect? 
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Mr.  Williamson.  Unfortunately,  no.  We  followed  Postmaster 
General  Frank  in  his  invitation  to  participate  in  that  ambitious 
program  to  bar  code  all  mail  by  1995,  and  there  was  no  guarantee 
on  whether  or  not  it  would  be  a  program  that  would  last  one  year, 
two  years,  three  years,  or  more. 

We  hope  that  it  goes  far  beyond  1995  because  these  machines  are 
leased  for  at  least  five  years  and  some  seven  years.  So  we  hope  it's 
a  long-term  investment,  as  opposed  to  a  short-term  investment. 

Miss  Collins.  What  mailers  were  capable  of  mailing  or  printing 
11-digit  bar  codes,  say,  as  of  March  21st? 

Mr.  Williamson.  Any  mailer  who  generates  mail  that  is  consid- 
ered automation-compatible  by  the  Postal  Service  is  eligible  to 
present  his  mail  for  prebarcoding. 

Most  of  the  mail  that  our  members  are  processing  today  still 
bears  a  5-digit  numeric  zip  code,  which  we  transform  through  a 
look-up  system  on  the  multi-line  OCRs  to — it  was  9-digit  a  week 
ago,  now  11-digit — and  spray  the  bar  code  on  the  envelope. 

Miss  COLLINS.  Thank  you.  Now  I'd  like  to  know  if  any  of  my  col- 
leagues— Mr.  Alcee  Hastings  from  Florida. 

Mr.  Hastings.  Thank  you,  Madam  Chairman. 

Mr.  Sackler,  very  briefly,  the  statement  that  you  make  is  that 
the  Motor  Voter  and  Campaign  Finance  Reform  legislation,  as  you 
speak  of,  are  likely  to  create  a  new  generation  of  preferred  rate 
mailers.  I'm  a  firm  believer  that  very  occasionally  Congress  makes 
laws  without  costing  them  out  as  to  how  they  play  out. 

Could  you  be  a  little  more  specific?  And  be  mindful,  of  course, 
that  either  or  both  may  not  become  law.  But  in  the  event  they 
do 

Mr.  Sackler.  Right. 

Mr.  Hastings  [continuing].  Then  how  is  that  going  to  impact? 

Mr.  Sackler.  Well,  I  think  that  their  most  dramatic  impact  will 
be  precedential,  which  is  the  point  we  make  in  the  statement.  For 
Motor  Voter,  the  Postal  Service  has  costed  that  out  at  the  start  at 
$10  million.  Campaign  Finance  Reform,  I  must  confess  I  haven't 
seen  an  estimate  for  that  yet,  but  there  will  be  some  cost  to  it. 

The  big  concern,  at  least  as  far  as  we're  concerned,  is  that  once 
you  start  down  that  road,  there  is  a  whole  long  list  of  very  worthy 
proposals  that  have  been  made  for  reduced  rates  for  localities  and 
states,  for  an  armed  forces  rate,  for  a  citizens  rate.  All  of  these 
have  been  proposed. 

And  once  you  start,  the  door  is  opened.  And  as  more  come  in,  the 
cost  is  just  going  to  rise.  And,  as  you  know,  from  the  first  year's, 
nice,  low  estimate  it  always  mushrooms. 

Mr.  Hastings.  Right.  Madam  Chairman,  in  the  interest  of  time 
and  to  allow  other  members,  I  would  appreciate  it,  Mr.  Sackler,  if 
you  would  be  kind  enough  to  send  to  me  your  suggestions  as  to 
how  the  organizations  who  received  preferred  rates  at  this  time 
could  be  more  accurate,  less  redundant,  and  more  targeted.  What 
could  we  do  that  could  help  them  in  that  regard,  which  may  very 
well  stem  some  of  the  tide  of  problems  that  exist  at  this  time,  if 
you  would  be  so  kind? 

Thank  you,  Madam  Chairman. 

Miss  Collins.  Okay.  Without  objection. 
I'll  now  go  to  Mr.  Sanford  Bishop. 
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Mr.  Bishop.  Thank  you,  Madam  Chair. 

Let  me  welcome  you  to  the  committee.  I've  been  listening  with 
great  interest  to  the  testimony.  I'm  particularly  concerned  about 
your  perspectives  on  revenue  forgone.  It  appears  as  if  you  pretty 
much  support  the  Postal  Service's  recommendation  with  regard  to 
revenue  forgone.  I'd  just  like  to  raise  a  question. 

We're  in  sort  of  a  balancing  act  here.  One,  we've  got  to  try  to  look 
out  for  the  overall  cost  of  operating  the  postal  system,  but  in  an- 
other sense,  we  as  members  of  the  Congress  are  in  a  position  of 
making  policy  and  trying  to  encourage  nonprofits  and  other  citizens 
to  be  good  citizens,  good  corporate  citizens  to  help  our  country  fos- 
ter some  of  the  good  things  we  want  to  accomplish,  which  will  im- 
prove the  quality  of  life  for  our  folks. 

How  do  we  balance  those  issues?  As  I  hear  what  you're  saying, 
you  think  that  the  revenue  forgone  provisions  that  the  Postal  Serv- 
ice is  suggesting  would  allow  some  support  for  the  hard  core — when 
I  say  "hard  core,"  I  mean,  I  guess,  the  501(c)(3)  nonprofits — while 
phasing  in  over  the  long  haul  the  other  nonprofits  so  that  we  can 
sort  of  try  to  keep  rates  down  for  everybody?  Is  that  what  you're 
basically  suggesting? 

Mr.  SACKLER.  That's  pretty  close  to  what  the  Postal  Service  is 
proposing.  First  of  all,  we  certainly  sympathize  with  your  dilemma. 
It's  a  very  difficult  choice  to  have  to  make.  And,  in  fact,  we  feel  it 
a  little  bit,  too. 

We're  very  supportive  of  what  all  of  those  groups  are  trying  to 
accomplish.  And  we  certainly  support  full  funding  if  it  could  pos- 
sibly be  there  for  revenue  forgone.  But  something  does  need  to  be 
done  to  address  it. 

I  think  it's  safe  to  say  that  from  our  perspective,  Mr.  Bishop, 
there  may  be  more  efficient  ways  to  encourage  the  nonprofit  orga- 
nizations to  continue  their  good  works.  The  administration  has  said 
that.  I  suppose  what  they're  thinking  about  is  the  tax  expenditure 
for  501(c)(3)  and  for  other  organizations.  We  certainly  would  con- 
tinue to  support  that  as  well. 

Mr.  Bishop.  You  would  have  to  understand  our  great  dilemma  as 
elected  officials,  having  the  prospect  of  having  to  shut  off  tax-ex- 
empt, at  least  preferred,  mailing  for  organizations  such  as  support 
the  blind,  the  Cancer  Society,  the  Heart  Society,  United  Way,  the 
YMCA,  the  Boy  Scouts  of  America,  the  Girl  Scouts,  ad  infinitum, 
all  of  which  have  performed  such  valuable  services  in  our  society. 
It  really  sort  of  puts  us  between  a  rock  and  a  hard  place. 

Mr.  Sackler.  Well,  first  of  all,  under  the  Postal  Service  proposal, 
it  contemplates  indefinite  funding  for  the  blind. 

Second,  that  is  a  very  difficult  choice,  but  the  fact  is  that  the 
money  isn't  there.  And  the  question  is:  If  you  make  a  policy  choice 
that  reduced  postal  rates  as  one  way  to  support  the  nonprofit  orga- 
nizations, then  how  do  you  fund  that? 

And  what  we're  addressing  is:  What  are  the  consequences  of 
making  that  particular  policy  choice  to  support  nonprofit  organiza- 
tions, as  opposed  to  a  broader  policy  choice,  again,  such  as  in  a  tax 
expenditure  that  impacts  society  at  large,  rather  than  transferring 
those  costs  to  other  mailers  in  the  system  and  reversing  the  policy 
that  was  embodied  in  and  settled  upon  during  postal  reorganiza- 
tion and  the  Postal  Reorganization  Act? 
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Mr.  Bishop.  Let  me  take  that  a  step  further.  Let's  assume  that 
the  YMCAs  and  the  Boy  Scouts  have  to  reduce  their  operations  be- 
cause they've  got  to  pay  more  for  postage,  which  means  that  they 
can  serve  fewer  youngsters,  particularly  in  disadvantaged  areas, 
high-crime  areas. 

And  so  these  youngsters  can't  go  to  the  YMCA  and  participate 
in  those  constructive  activities  as  often  because  the  hours  have 
been  reduced,  which  means  that  they're  more  likely  to  get  in  trou- 
ble, which  means  that  on  the  other  end,  we're  going  to  be  paying 
more  for  our  juvenile  justice  system,  for  our  criminal  justice  sys- 
tem, and  ultimately  the  taxpayers  and  society  at  large  are  going  to 
be  paying  more.  Is  that  not  true? 

Mr.  Sackler.  I'm  not  sure  it's  quite  that  linear,  but,  obviously, 
you  can  look  at  consequences  and  project  them  down  the  road.  I 
think  from  our  own  viewpoint,  it's  a  matter  of  what  choices  you're 
going  to  make  to  fund  what  these  folks  do. 

We  don't  disagree,  certainly,  with  your  notion.  In  fact,  we  fully 
agree  that  they  deserve  to  be  supported  by  society  at  large.  It's 
something  that  all  of  the  members  of  the  council  have  subscribed 
to. 

The  question  is  whether  that  ought  to  be  narrowed  down  and  fo- 
cused just  on  other  users  of  the  mail.  That's  the  only  question  we're 
getting  at. 

Mr.  Bishop.  Well,  I'm  saying  it  ultimately  benefits  society  at 
large  because  it  keeps  these  kids  in  constructive  activities  and  it 
keeps  them  from  vandalizing  and  from 

Mr.  Sackler.  Right. 

Mr.  Bishop  [continuing].  Burglarizing  and  from  being  otherwise 
destructive  of  facilities  such  as  those  of  your  mailers. 

Mr.  Sackler.  Well,  we  would  hope  that  all  of  these  groups — and 
we're  confident  that  they  can — contribute  to  trying  to  forestall  all 
of  that.  But  it  is  a  benefit  for  society  at  large,  and  it  is  something 
that  we  think  society  at  large  should  be  funding  and  defraying  and 
not  having  simply  transferred  onto  other  users  of  the  mail  system. 

Miss  Collins.  Mr.  Bishop,  in  the  interest  of  time,  do  you  have 
any  further  questions? 

Mr.  Bishop.  No. 

Miss  Collins.  The  Honorable  Tom  Sawyer? 

Mr.  Sawyer.  Thank  you,  Madam  Chairman.  I  apologize  for  being 
late.  I  have  an  opening  statement  that  I'd  like  to  include  in  the 
record. 

Miss  Collins.  Without  objection. 

[The  prepared  statement  of  Hon.  Thomas  C.  Sawyer  follows:] 

Prepared  Statement  of  Hon.  Thomas  C.  Sawyer,  a  Representative  in 
Congress  From  THE  State  of  Ohio 

Thank  you,  Mr.  Chairman.  I  also  want  to  welcome  our  witnesses  to  our  hearing 
today. 

I  have  had  the  opportunity  to  review  the  prepared  statements  and  found  that  they 
share  a  common  theme — the  need  to  ensure  that  the  Postal  Service  remains  com- 
petitive in  a  rapidly  changing  marketplace. 

In  particular,  we  will  hear  concerns  about  the  fiscal  year  1994  budget  as  it  relates 
to  the  Postal  Service.  On  the  question  of  revenue  forgone,  I  will  work  with  my  com- 
mit tee  colleagues  to  achieve  a  solution  that  will  not  unreasonably  hurt  mailers  but 
will  do  the  fiscally  right  thing. 

Thank  you,  Mr.  Chairman.  I  look  forward  to  hearing  from  our  witnesses. 
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Mr.  Sawyer.  Thank  you. 

Let  me  follow  up  on  Mr.  Bishop's  question.  We  heard  testimony 
last  week  from  the  retiring  member  of  the  Postal  Rate  Commission, 
who  was  fairly  specific  about  his  notions  of  the  way  in  which  eligi- 
bility for  preferred  rates  ought  to  be  limited. 

I'd  like  to  ask  both  of  you  whether  you  would  care  to  comment 
on  either  his  testimony  or  whether  or  not  you  believe  that  eligi- 
bility ought  to  be  restricted.  And  if  you  do,  do  you  have  any  sugges- 
tions regarding  the  kinds  or  types  of  organizations  that  ought  to  be 
eligible  or  ought  not  be  eligible? 

Certainly  there  are  anecdotal  accounts  of  ways  in  which  organi- 
zations, presumably  educational,  have  become  more  actively  in- 
volved in  direct  advocacy  of  public  policy  provisions,  which  may 
well  not  have  been  initially  contemplated  in  establishing  this  kind 
of  preferred  rate. 

Before  we  throw  out  the  baby  with  the  bath  water,  do  you  have 
any  thoughts  on  how  we  could  define  with  greater  clarity  eligibility 
in  this  matter? 

Miss  Collins.  Who  are  you  referring  to? 

Mr.  Sawyer.  I'd  like  to  hear  both  of  them  comment. 

Miss  Collins.  Okay. 

Mr.  Sackler.  I  don't  know  if  you've  had  a  chance  yet,  Mr.  Saw- 
yer, to  take  a  look  at  the  proposal  from  the  Postal  Service.  The 
Postal  Service  in  our  view  when  it  comes  to  this  question  is  a  neu- 
tral, unbiased  entity,  which  would  be  pretty  well  positioned  to 
make  choices  without  any  kind  of  inherent  bias. 

And  we  think  they've  taken  a  pretty  good  stab  at  trying  to  reduce 
eligibility.  They  do  preserve  the  core  functions  of  the  preferred 
rates,  the  core  functions  of  solicitation,  particularly  for  501(c)(3)  or- 
ganizations. 

I  don't  have  their  list  in  front  of  me.  Perhaps  I  should  have 
brought  it.  But  they  don't  limit  it  just  to  501(c)(3)'s.  There  are  some 
other  organizations.  Labor  organizations  come  to  mind  and  some 
others,  who  would  still  qualify  for  rates  under  their  cut. 

We  think  that  that  represents  a  pretty  good  first  shot  at  it,  actu- 
ally, and  commend  it  to  your  attention. 

Mr.  Sawyer.  Mr.  Williamson,  any  comment? 

Mr.  Williamson.  I  have  no  comment. 

Miss  COLLINS.  Do  you  have  another  question,  Mr.  Sawyer. 

Mr.  Sawyer.  No.  I'm  just  seeing  whether  or  not  there's  any  com- 
mentary beyond  what  the  USPS  has  said. 

Thank  you. 

Miss  COLLINS.  Thank  you,  Mr.  Sawyer. 

Mr.  Wynn  from  the  State  of  Maryland. 

Mr.  Wynn.  Thank  you,  Madam  Chairman.  I  just  wanted  to  come 
down  and  sit  in  because  I  was  interested  in  the  revenue  forgone 
issue,  and  I  think  my  colleague  Mr.  Bishop  adequately  covered  it. 
I  have  no  questions. 

Miss  Collins.  Thank  you  very  much. 

Well,  I  thank  you  gentlemen  very  much  for  your  testimony. 

Panel  Number  2,  Mr.  William  McLin,  Alliance  of  Nonprofit  Mail- 
ers; Ms.  Carolyn  Emigh 

Ms.  Emigh.  Emigh. 
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Miss  COLLINS  [continuing].  From  the  Nonprofit  Mailers  Federa- 
tion; and  Ms.  Patricia  Lewis,  National  Society  of  Fund  Raising  Ex- 
ecutives. Do  we  have  your  name  spelled  right,  Emigh? 

Ms.  Emigh.  That's  correct. 

Miss  Collins.  Okay.  Thank  you. 

We'll  start  off  with  Mr.  William  McLin  and  then  Ms.  Carolyn 
Emigh. 

STATEMENT  OF  WILLIAM  McLIN,  EPILEPSY  FOUNDATION,  A 
MEMBER  OF  THE  ALLIANCE  OF  NONPROFIT  MAILERS,  AC- 
COMPANIED BY  DAVTO  LEVY,  GENERAL  COUNSEL,  ALLIANCE 
OF  NONPROFIT  MAILERS,  CAROLYN  EMIGH,  ECONOMIST, 
NONPROFIT  MAILERS  FEDERATION,  AND  PATRICIA  LEWIS, 
PRESIDENT  AND  CHTEF  EXECUTD7E  OFFICER,  NATIONAL  SO- 
CIETY OF  FUND  RAISBVG  EXECUTD7ES 

Mr.  McLin.  Thank  you,  Madam  Chairman,  members  of  the  staff, 
the  committee.  We  appreciate  the  opportunity  to  address  the  body 
today.  It  is  a  pleasure  to  congratulate  the  many  new  members  of 
the  committee  who  have  taken  these  responsibilities  on.  These  are 
very  difficult  ones. 

Joining  me  today  is  David  Levy,  General  Counsel  of  the  Alliance 
of  Nonprofit  Mailers,  who  will  be  able  to  answer  some  technical 
questions. 

Thank  you  for  giving  me  the  opportunity  to  present  the  views  of 
this  coalition  of  nonprofit  organizations  today.  My  appearance 
today  is  on  behalf  of  the  Epilepsy  Foundation  of  America  and  the 
other  124  organizations  who  are  members  of  the  Alliance  of  Non- 
profit Mailers,  who  represent  thousands  of  affiliated  organizations 
across  the  country. 

I  am  confident,  though,  that  this  testimony  speaks  to  the  hun- 
dreds of  thousands  of  permit  holders,  large  and  small,  in  every 
state,  who  use  and  benefit  from  preferred  rate  mailing  privileges. 

Frankly,  losing  the  preferred  rate  would  be  devastating  to  the 
mission  of  the  Epilepsy  Foundation  and  all  other  nonprofit  mailers. 
The  justification  for  providing  preferred  rates  has  been  made  many 
times.  The  fine  work  that  these  nonprofit  organizations  do  in  edu- 
cation, research,  and  community  service  to  those  in  need  in  this 
country  is  well-documented.  And  it  is  done  at  a  cost  that  would  be 
insupportable  by  government.  Indeed,  Congress  has  often  empha- 
sized the  virtues  of  the  social  and  public  benefits  of  the  nonprofit 
mail. 

We  all  know  that  the  administration's  revised  budget  figure  for 
revenue  forgone,  $91.3  million,  falls  far  short  of  the  amount  re- 
quested by  the  Postal  Service  of  612.5  million.  By  October,  6 
months  from  now,  this  shortfall  threatens  an  average  rate  increase 
of  35  percent  for  third  class  nonprofit  mail.  For  my  own  organiza- 
tion alone,  that  represents  a  rate  increase  of  $300,000. 

Some  rates  would  increase  by  over  50  percent.  These  rates  would 
be  on  top  of  the  general  rate  increase  in  1991  and  the  surcharges 
that  were  imposed  on  flat-shaped  mail  in  1991  and  1992.  Only  16 
months  after  next  October,  another  rate  increase  may  occur,  some- 
time early  in  1995.  For  nonprofit  mailers,  the  potential  ramifica- 
tions are  obviously  disastrous. 
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Perhaps  not  so  obvious  is  the  impact  that  huge  postage  increases 
would  have  on  the  job  base  supported  by  nonprofit  mail.  The  ven- 
dors providing  services,  the  Postal  Service,  and  the  nonprofit  orga- 
nizations would  all  be  forced  to  reexamine  their  payrolls  if  non- 
profit mail  volume  decreases,  and  it  would  with  the  kind  of  rate  in- 
creases that  we  are  speaking  of. 

It  is  obvious  to  all  parties  there  needs  to  be  a  new,  permanent, 
fair  solution  to  the  perennial  problem  of  revenue  forgone. 

Last  November,  the  Alliance,  the  Nonprofit  Mailers  Federation, 
the  AFL-CIO,  the  National  Newspaper  Association,  and  others 
agreed  to  a  set  of  compromise  principles. 

Facing  up  to  the  realities  of  the  present  situation  and  forging 
agreement  to  these  principles  caused  much  turmoil,  as  you  can 
imagine,  within  the  nonprofit  community.  But  the  nonprofit  com- 
munity recognizes  that  these  are,  indeed,  harsh  times,  and  we  are 
prepared  to  share  in  the  pain  of  a  solution  that  will  terminate  the 
perennial  problem  of  revenue  forgone. 

We  believe  there  needs  to  be  a  fresh  approach  to  the  treatment 
of  preferred  rate  mail.  Nonprofit  mailers  would  rather  seek  such  an 
approach  through  mutual  compromise.  However,  if  necessary,  we 
will  seek  it  alone. 

In  the  next  few  days  we  will  propose  legislation  that  would  take 
a  fresh  approach  to  nonprofit  postal  rate-making.  You  and  your 
staff  will  recognize  it  as  very  similar  to  the  solutions  debated  last 
year.  The  legislation  will  offer,  we  believe,  a  fair  solution  based  on 
the  compromise  principles  that  we  publicly  circulated  last  fall. 

Preferred  rate  mail  would  be  preserved,  but  eligibility  would  be 
severely  restricted,  and  all  nonprofit  rates  would  rise.  Specifically, 
effective  October  1st  of  this  year,  authorization  for  appropriations 
for  nonprofit  second  class  and  third  class  mail  and  in-county  news- 
papers would  be  repealed. 

Beginning  on  the  same  date,  rates  for  nonprofit  second  class  and 
third  class  mail  and  in-county  publications  would  pay  a  markup 
over  costs  equal  to  the  same  percentage  markup  that  the  Postal 
Service  charges  its  most  favored  commercial  customers. 

The  existing  surcharge  on  non-letter  mail,  which  gives  the  Postal 
Service  an  extra  $180  million  a  year  in  contribution  to  institutional 
costs,  would  be  preserved  through  the  end  of  September  1994. 

Over  a  period  of  six  years,  nonprofit  mailers  would  pay  half  of 
the  remaining  shortfall  in  the  Postal  Service's  1994  estimates  of 
revenue  forgone  needed  for  nonprofit  mailers.  This  would  give  the 
Postal  Service  another  $180  million  or  a  spread  over  six  years. 

And,  finally,  eligibility  for  nonprofit  mail  would  be  severely  cur- 
tailed by  ending  eligibility  for  mail  that  offers  products  not  cause- 
related  to  the  mission  of  the  nonprofit  organization.  We  believe 
that  addresses  the  problem  in  the  previous  questions. 

We  also  believe  that  this  legislation  strikes  a  fair  balance  be- 
tween competing  interests.  Charities  and  other  nonprofit  organiza- 
tions, while  paying  higher  rates,  would  be  able  to  maintain  the  core 
of  their  important  education,  communication,  and  fund-raising  and 
service  activities. 

These  goals  would  be  achieved  without  imposing  an  undue  finan- 
cial burden  on  the  Postal  Service  or  requiring  regular  rate  mailers 
to  subsidize  preferred  rate  mailers.  Nonprofit  rates  would  cover  100 
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percent  of  the  costs  attributable  to  handling  our  mail,  just  as  they 
are  today. 

We  would  also  make  a  significant  contribution  to  the  Postal  Serv- 
ice's institutional,  or  fixed  overhead,  costs.  While  this  contribution 
might  be  smaller  than  the  Postal  Service  might  otherwise  prefer, 
it  would  leave  the  Postal  Service  better  off  with  nonprofit  mail 
than  without  it.  And  the  contribution  would  be  fair. 

Postmaster  General  Runyon  recently  testified  that  the  Postal 
Service  wants  the  financial  independence  of  any  financially  self- 
sustaining  business.  But  the  Postal  Service,  I  respectfully  submit, 
is  not  just  any  business.  It  is  a  $48  billion  a  year  enterprise  with 
a  statutory  monopoly  in  its  two  largest  markets,  first  class  and 
third  class  mail,  and  a  host  of  tax  exemptions  that  private  busi- 
nesses lack. 

With  these  privileges  come  responsibilities,  responsibilities  that 
go  beyond  the  naked  dictates  of  profit.  For  example,  the  Postal 
Service  must  charge  uniform  rates  throughout  the  United  States, 
no  matter  where  the  mail  is  dropped.  The  Postal  Service's  ability 
to  close  rural  post  offices  is  limited,  even  when  they  are  not  finan- 
cially self-sustaining.  And  the  Postal  Service  must  give  preference 
to  veterans  in  hiring. 

In  each  instance,  the  Congress  has  recognized  that  pure  profit 
maximization  must  give  way  to  the  larger  public  interest.  The 
same  principle,  we  believe,  applies  with  equal  force  to  nonprofit 
mail. 

Under  the  legislation  we  are  working  on,  preferred  rate  mailers 
would  receive  treatment  equal  to  that  which  the  Postal  Service 
gives  to  its  most  favored  commercial  customers.  Providing  nonprofit 
mailers  with  the  most  favored  customer  status  would  be  similar  to 
the  most  favored  nation  status  that  is  given  to  most  countries  with 
whom  we  trade. 

For  more  than  40  years,  40  years,  Congress  has  identified  non- 
profit mail  as  beneficial  to  the  public  and  the  social  welfare  of  our 
country.  This  legislation  provides  a  fair  standard  by  which  to  meas- 
ure those  benefits.  The  benefits  provided  by  nonprofit  mail  are  no 
less  than  those  provided  by  the  Postal  Service  to  its  commercial  cli- 
ents that  enjoy  the  lowest  percentage  markup. 

Madam  Chairman,  the  public  debate  on  revenue  forgone  has 
begun  in  the  mailing  community,  here,  and  in  the  trade  press.  We 
want  to  be  heard  in  this  debate,  and  we  thank  you  for  the  oppor- 
tunity to  do  so  in  the  most  important  forum. 

We  look  forward  to  a  renewed  and  conclusive  dialogue  with  all 
interested  parties  and  know  that  with  your  leadership  will  result 
in  a  fair  solution.  Thank  you. 

[The  prepared  statement  of  Mr.  McLin  follows:] 

Prepared  Statement  of  William  McLin,  Epilesy  Foundation,  a  Member  of  the 
Alliance  of  Nonprofit  Mailers 

Mr.  Chairman,  Members  and  staff  of  the  Committee,  it  gives  me  great  pleasure 
to  address  this  body.  It  is  also  a  pleasure  to  congratulate  the  many  new  members 
of  the  Committee,  who  have  taken  on  a  weighty  responsibility. 

Mr.  Chairman,  thank  you  for  giving  me  the  opportunity  to  present  the  views  of 
this  coalition  of  nonprofit  organizations  today.  My  appearance  today  is  on  behalf  of 
the  Epilepsy  Foundation,  a  member  of  the  Alliance  of*  Nonprofit  Mailers.  I  am  con- 
fident, though,  that  this  testimony  speaks  for  the  hundreds  of  thousands  of  permit 
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holders,  large  and  small,  in  every  state,  who  use  and  benefit  from  preferred  rate 
mailing  privileges. 

Frankly,  losing  the  preferred  rate  would  be  devastating  to  the  mission  of  the  Epi- 
lepsy Foundation  and  all  other  nonprofit  organizations.  The  justification  for  provid- 
ing preferred  rates  has  been  made  many  times — the  good  works  that  these  nonprofit 
organizations  do  in  education,  research  and  service  to  those  in  need  in  this  country 
are  well-documented.  And  it  is  done  at  a  cost  that  would  be  unbearable  by  govern- 
ment. Indeed,  Congress  has  often  extolled  the  virtues  of  the  social  and  public  bene- 
fits of  the  nonprofit  mail. 

We  all  know  that  the  Administration's  revised  budget  figure  for  revenue  forgone 
($91.3  million)  falls  far  short  of  the  amount  requested  by  the  Postal  Service.  By  Oc- 
tober, a  mere  six  months  from  now,  this  shortfall  threatens  an  average  rate  increase 
of  35%  for  third-class  nonprofit  mail.  Some  rates  would  increase  by  over  50  percent. 
These  higher  rates  would  be  on  top  of  the  general  rate  increase  in  1991,  and  the 
surcharges  that  were  imposed  on  flat-shaped  mail  in  1991  and  1992.  Only  16 
months  after  next  October,  yet  another  general  rate  increase  may  occur,  sometime 
early  in  1995.  For  nonprofit  mailers,  the  potential  ramifications  are  obviously  disas- 
trous. 

Perhaps  not  so  obvious  is  the  impact  that  such  huge  postage  increases  would  have 
on  the  job  base  supported  by  nonprofit  mail.  The  vendors  providing  services,  the 
Postal  Service,  and  the  nonprofit  organizations  would  all  be  forced  to  re-examine 
their  payrolls  if  nonprofit  mail  volume  decreases,  and  it  substantially  would  with 
the  kind  of  rate  increases  that  are  being  discussed. 

It  is  obvious  to  all  parties  that  there  needs  to  be  a  new,  permanent,  fair  solution 
to  the  perennial  problem  of  revenue  forgone. 

Last  November,  the  Alliance,  the  Nonprofit  Mailers  Federation,  the  AFL-CIO,  the 
National  Newspaper  Association  and  others  agreed  to  a  set  of  compromise  prin- 
ciples. Facing  up  to  the  realities  of  the  present  situation,  and  forging  agreement  to 
these  principles,  caused  much  turmoil  within  the  nonprofit  community.  But  the  non- 
profit community  recognizes  that  these  are  harsh  times,  and  we  are  prepared  to 
share  in  the  pain  of  a  solution  that  will  terminate  revenue  forgone. 

Mr.  Chairman,  there  needs  to  be  a  fresh  approach  to  the  treatment  of  preferred 
rate  mail.  Nonprofit  mailers  would  rather  seek  such  an  approach  through  mutual 
compromise.  If  necessary,  however,  we  will  seek  it  alone. 

In  the  next  few  days,  we  will  propose  legislation  that  would  take  a  fresh  approach 
to  nonprofit  postal  ratemaking.  Your  staff  will  recognize  it  as  very  similar  to  the 
solutions  debated  last  year.  The  legislation  will  offer  a  fair  solution  based  on  the 
compromise  principles  that  we  publicly  circulated  last  Fall.  Preferred  rate  mail 
would  be  preserved,  but  eligibility  would  be  restricted,  and  all  nonprofit  rates  would 
rise.  Specially: 

Effective  October  1,  1993,  authorization  for  appropriations  for  nonprofit  second- 
class  and  third-class  mail  and  in-county  newspapers  would  be  repealed. 

Beginning  on  the  same  date,  rates  for  nonprofit  second-class  and  third-class  mail 
and  in-county  publications  would  pay  a  markup  over  costs  equal  to  the  same  per- 
centage markup  that  the  Postal  Service  charges  its  most  favored  commercial  cus- 
tomers. 

The  existing  surcharge  on  non-letter  mail  which  gives  the  Postal  Service  an  extra 
$180  million  a  year  in  contribution  to  institutional  costs  would  be  preserved  through 
the  end  of  September  1994. 

Over  a  period  of  six  years,  nonprofit  mailers  would  pay  half  of  the  remaining 
shortfall  in  the  Postal  Service's  1994  estimate  of  revenue  forgone  needed  for  non- 
profit mailers.  This  would  give  the  Postal  Service  another  $180  million  or  so,  spread 
over  six  years. 

Eligibility  for  nonprofit  rates  would  be  severely  curtailed  primarily  by  ending  eli- 
gibility for  mail  that  offers  products  not  causally  related  to  the  mission  of  the  non- 
profit organization. 

We  believe  that  this  legislation  strikes  a  fair  balance  between  competing  interests. 
Charities  and  other  nonprofit  organizations,  while  paying  higher  rates,  would  be 
able  to  maintain  the  core  of  their  important  communication,  education  and  fundrais- 
ing  activities. 

These  goals  would  be  achieved  without  imposing  an  undue  financial  burden  on 
the  Postal  Service,  or  requiring  regular  rate  mailers  to  subsidize  preferred  rate 
mailers.  Nonprofit  rates  would  cover  100  percent  of  the  costs  attributable  to  han- 
dling our  mail,  just  as  they  are  today.  We  would  also  make  a  significant  contribu- 
tion to  the  Postal  Service's  institutional  (fixed  overhead)  costs.  While  this  contribu- 
tion might  be  smaller  than  the  Postal  Service  might  otherwise  prefer,  it  would  leave 
the  Postal  Service  better  off  with  nonprofit  mail  than  without  it.  And  the  contribu- 
tion would  be  fair. 
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Postmaster  General  Runyon  recently  testified  that  the  Postal  Service  wants  the 
"financial  independence"  of  any  "financially  self-sustaining"  business.  But  the  Postal 
Service  is  not  just  any  business.  It  is  a  $48-billion  a  year  enterprise  with  a  statutory 
monopoly  in  its  two  largest  markets,  First  Class  and  third  class  mail,  and  a  host 
of  tax  exemptions  that  private  businesses  lack. 

With  these  privileges  come  responsibilities — responsibilities  that  go  beyond  the 
naked  dictates  of  profit  maximization.  For  example: 

The  Postal  Service  must  charge  uniform  rates  throughout  the  United  States  for 
first-class  mail,  regardless  of  distance  or  destination. 

The  Postal  Service's  abihty  to  close  rural  post  offices  is  limited,  even  when  they 
are  not  financially  self-sustaining. 

The  Postal  Service  must  give  preference  to  veterans  in  hiring. 

In  each  instance,  the  Congress  has  recognized  that  pure  profit  maximization  must 
give  way  to  the  larger  public  interest.  The  same  principle  applies  with  equal  force 
here. 

Under  the  legislation  we  are  working  on,  preferred  rate  mailers  would  receive 
treatment  equal  to  that  which  the  Postal  Service  gives  to  its  most  favored  commer- 
cial customers.  Providing  nonprofit  mailers  with  "most  favored  customer"  status 
would  be  similar  to  the  "most  favored  nation"  status  that  is  given  to  most  countries 
with  whom  we  trade.  For  more  than  40  years,  Congress  has  identified  nonprofit 
mail  as  beneficial  to  the  public  and  social  welfare  of  our  country.  This  legislation 
provides  a  fair  standard  by  which  to  measure  those  benefits. 

Surely,  the  benefits  provided  by  nonprofit  mail  are  no  less  than  those  provided 
by  the  Postal  Service  to  its  commercial  clients  that  enjoy  the  lowest  percentage  of 
markup. 

Mr.  Chairman,  the  public  debate  on  revenue  forgone  has  begun,  not  only  here,  but 
in  the  mailing  community  and  in  the  trade  press.  We  want  to  be  heard  in  this  de- 
bate and  thank  you  for  the  opportunity  to  do  so  in  the  most  important  forum.  In 
the  immediate  future,  we  hope  to  release  both  the  text  of  our  proposed  legislation 
and  a  position  paper  justifying  our  approach  in  more  detail.  We  will  submit  both 
to  you  for  the  record,  and  for  your  consideration. 

We  look  forward  to  a  renewed  and  conclusive  dialogue  with  all  interested  parties, 
and  know  that  with  your  leadership  a  fair  solution  will  result. 

Thank  you. 

U.S.  Postal  Service, 
Board  of  Governors, 
Washington,  DC,  February  25,  1993. 
Mr.  Mark  Silbergeld, 
President,  Alliance  of  Nonprofit  Mailers,  Washington,  DC. 

Dear  Mr.  Silbergeld:  This  responds  to  your  recent  letter  requesting  a  meeting 
with  me  to  discuss  the  Alliance  of  Nonprofit  Mailers'  concern  that  Congress  may 
further  reduce  the  revenue  forgone  appropriations. 

Let  me  assure  you  that  the  Governors  of  the  Postal  Service  closely  follow  develop- 
ments in  Congress  in  regard  to  the  revenue  forgone  appropriation.  There  was  a  sig- 
nificant shortfall  in  the  appropriations  the  last  three  years  and  Congress  prohibited 
the  Postal  Service  from  raising  nonprofit  mailers'  rates  to  cover  that  shortfall.  The 
postal  due  for  those  years  is  about  $515  million.  We  have  included  that  amount  in 
our  FY  1994  appropriation  request  but  with  the  deficit  reduction  effort  taking  center 
stage  in  Washington,  we  are  unsure  of  what  action  Congress  will  take  on  our  re- 
quest. 

As  you  may  know,  Postmaster  General  Runyon  testified  at  House  hearings  earlier 
this  month  regarding  the  revenue  forgone  issue.  In  his  statement  he  said,  "What 
is  in  jeopardy  here  are  the  stable  postage  rates  for  all  Americans.  .  .  [and]  if  the 
issue  of  funding  for  revenue  forgone  is  not  positively  addressed,  it  will  impact  all 
mailers  through  a  large  general  rate  increase."  The  Postal  Service  has  come  through 
some  hard  times  during  this  country's  recession  and  only  just  now  are  we  seeing 
mail  volume  come  back.  The  Board  of  Governors  is  doing  everything  possible  to 
stave  off  another  general  rate  increase  as  long  as  possible  because  it  would  reverse 
accomplishments  made  this  past  year  that  did  not  come  easy. 

I  understand  the  Alliance's  proposal  is  that  there  be  established  separate  rate- 
making  subclasses  for  nonprofit  mail  that  would  bear  a  very  low  markup  over  at- 
tributable costs  based  on  its  perceived  social  value.  Using  FY  1994  as  an  example, 
if  the  subclasses  the  Alliance  proposes  were  then  in  place,  the  difference  between 
the  revenue  generated  by  the  markup  on  nonprofit  mail  and  the  $531  million  esti- 
mated by  the  Postal  Service  to  sustain  current  nonprofit  rates  would  be  1)  made 
up  by  higher  rates  on  all  other  postal  customers  or  2)  absorbed  by  the  Postal  Serv- 
ice. This  is  not  a  result  that  I  can  support. 
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The  congressional  subsidy  for  nonprofit  mail  has  historical  roots.  I  believe  that 
the  question  of  the  level  of  future  subsidy  for  nonprofit  mail  is  public  policy  issue 
to  be  decided  by  Congress  and  if  Congress  does  not  appropriate  the  funding  needed 
to  support  current  nonprofit  rates,  the  Governors  will  be  faced  with  the  necessity 
for  making  rate  adjustments. 

I  appreciate  the  interest  of  the  Alliance's  members  but  I  do  not  think  a  meeting 
at  this  time  is  warranted. 
Sincerely, 

Bert  H.  Mackie, 

Chairman. 


Alliance  of  Nonprofit  Mailers, 
Washington,  DC,  February  8,  1993. 

The  Honorable  Bert  H.  Mackie, 

Chairman,  Board  of  Governors,  U.S.  Postal  Service,  Washington,  DC. 

Dear  Chairman  Mackie:  The  Alliance  of  Nonprofit  Mailers  notes  with  interest 
that  the  Postal  Service  has  amended  its  revenue  forgone  appropriations  request  for 
Fiscal  Year  1994  to  more  than  one  billion  dollars.  Although  we  would  be  delighted 
if  Congress  were  to  fund  revenue  forgone  fully,  we  believe  that  the  severity  of  the 
federal  budget  deficit  makes  unlikely  any  significant  increase  over  the  $122  million 
appropriated  for  FY  1993,  let  alone  the  $612.5  million  originally  requested  by  the 
Postal  Service  for  FY  1994,  or  the  even  larger  amount  now  requested. 

In  view  of  Congress's  avowed  intention  to  confront  the  budget  deficit,  we  also  ex- 
pect that,  one  way  or  another,  the  Postal  Reorganization  Act  will  be  amended  this 
year  to  reduce  permanently  the  funding  authorized  for  revenue  forgone.  As  you  are 
doubtless  aware,  Congress  has  already  held  hearings  this  month  on  revenue  for- 
gone; more  hearings  are  likely  in  the  next  few  months. 

The  revenue  forgone  dilemma  is  as  serious  a  concern  to  the  Alliance  as  it  is  to 
you  and  the  management  of  the  Postal  Service.  A  default  of  appropriations  could 
threaten  nonprofit  mailers  (who  annually  send  more  than  14  billion  pieces  of  mail) 
with  rate  increases  of  35  to  40  percent  or  more.  Any  such  increases  would  fall  upon 
the  nonprofit  sector  when  the  public  sector  is  asking  it  to  do  ever  more  to  help  re- 
duce and  resolve  social  problems. 

The  Alliance  has  long  pursued  a  fair  and  permanent  legislative  solution  to  the 
revenue  forgone  issue.  We  are  trying  again  this  year.  It  is  our  belief  that  Congress 
would  prefer  to  see  a  negotiated  settlement.  Moreover,  we  also  believe  that  a  nego- 
tiated settlement  would  be  better  for  everyone  in  the  long  run  than  the  stopgap 
measures  that  Congress  has  imposed  in  the  last  two  years. 

We  also  believe  that  such  a  settlement  could  also  provide  an  opening  for  related 
legislative  changes,  of  mutual  benefit  to  nonprofit  mailers,  commercial  mailers  and 
the  Postal  Service,  that  would  be  politically  infeasible  if  standing  alone. 

The  opportunity  for  negotiation  is  limited,  however,  by  the  timing  of  the  legisla- 
tive budget  and  appropriations  cycle.  I  am  concern  that  our  past  efforts  to  reach  a 
negotiated  solution,  as  well  as  our  current  proposals,  may  have  been  misunderstood 
or  miscommunicated  to  the  Governors.  At  a  minimum,  we  would  like  you  to  under- 
stand our  position.  Accordingly,  we  believe  that  it  would  be  mutually  beneficial  to 
discuss  this  matter  with  you  at  your  earliest  convenience. 

May  we  arrange  for  a  meeting  with  you  later  this  month,  or  in  March?  Our  Eco- 
nomic Counsel,  Dr.  John  Haldi,  and  our  Executive  Director,  Mr.  Neal  Denton,  would 
be  happy  to  meet  you  at  your  Oklahoma  office.  If  this  is  agreeable  to  you  please 
call  Mr.  Denton  at  (202)  462-5132  to  set  a  date  and  time. 

Thank  you  for  your  consideration. 
Sincerely, 

Mark  Silbergeld, 
Director,  Washington  Office  of  Consumer  Union  of  US,  Inc., 

and  President,  Alliance  of  Nonprofit  Mailers. 

Response  to  Written  Questions  Submitted  by  Hon.  William  L.  Clay  to 

William  McLin 

Question  1.  The  Committee  has  been  told  that  unless  nonprofit  mail  rates  include 
the  same  percentage  contribution  to  Postal  Service  overhead  as  do  commerical  rates, 
commerical  mailers  will  be  subsidizing  nonprofit  mailers.  Do  you  agree  with  that 
statement? 

Answer.  No,  absolutely  not.  A  lower  percentage  contribution  for  one  class  versus 
another  does  not  mean  that  one  class  is  subsidizing  the  other,  even  though  such  in- 
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correct  allegations  are  frequently  voiced.  As  the  Postal  Rate  Commission  correctly 
stated  in  its  Report  to  the  Congress:  Preferred  Rate  Study  (June  18,  1986): 

Some  observers  refer  to  this  consequence  [low  cost  coverage]  as  a  cross  subsidy. 
We  reject  this  view.  In  economic  terms  no  cross  subsidy  takes  place  as  long  as  rates 
cover  marginal  costs,  (p.  21,  fn  5,  emphasis  added) 

Among  the  commercial  classes  of  mail,  all  do  not  pay  the  same  percentage  con- 
tribution to  Postal  Service  overhead.  For  some  classes  the  percentage  contribution 
is  lower,  and  for  others  it  is  higher  (e.g.,  11  percent  for  parcel  post  versus  46  percent 
for  third-class). 

Question  2.  If  nonprofit  rates  reflect  one-half  the  percentage  contribution  to  Postal 
Service  overhead  of  corresponding  commercial  rates,  would  commercial  mailers  be 
subsidizing  nonprofit  mailers? 

Answer.  No,  certainly  not.  In  economic  terms,  there  is  no  subsidy  so  long  as  rates 
exceed  attributable  costs.  Nonprofit  mail  pays  all  of  its  attributable  costs;  none  of 
those  costs  have  been  paid  by  commercial  mailers.  In  fact,  as  a  result  of  the  sur- 
charge imposed  on  flat-shaped  mail,  rates  for  third-class  nonprofit  mail  now  exceed 
attributable  costs.  If,  as  your  question  states,  "nonprofit  rates  reflected  one-half  the 
percentage  contribution  to  Postal  Service  overhead  of  corresponding  commercial 
rates,"  then  nonprofit  rates  would  exceed  attributable  costs  by  an  even  greater 
amount.  There  is  absolutely  no  support  whatsoever  for  the  allegation  that  nonprofit 
mailers  are  subsidized  by  commercial  mailers. 

Question  3.  Current  postal  rates  are  established  so  that  First-Class  mail  rates  in- 
clude a  higher  percentage  contribution  to  Postal  Service  overhead  than,  for  example, 
bulk  Third-Class  rates.  Are  First-Class  mailers  subsidizing  bulk  Third-Class  mail- 
ers? 

Answer.  No.  Rates  for  First-Class  and  third-class  mail  both  exceed  their  respec- 
tive attributable  cost  by  a  comfortable  margin.  Consequently,  there  is  no  subsidy, 
actual  or  implied,  from  one  to  the  other.  Different  percentage  contribution  rates,  or 
different  markups  over  attributable  cost,  do  not  imply  subsidy. 

Question  4.  If  your  response  to  questions  1,  2,  and  3  are  not  either  all  "yes"  or 
all  "no",  please  explain  the  differences  in  your  response. 

Answer.  Not  applicable. 

Response  to  Written  Questions  Submitted  to  William  McLin 

This  letter  provides  follow-up  answers  to  two  questions  asked  by  members  of  the 
Committee  during  the  Alliance's  testimony  before  it  this  spring.  Although  the  legis- 
lative proposals  offered  by  the  Alliance  and  the  Postal  Service  have  been  superseded 
by  Chairman  Clay's  compromise  legislation,  the  Alliance  would  like  to  complete  the 
record  by  providing  these  responses. 

Question  1.  How  would  the  institutional  costs  now  payable  under  the  revenue  for- 
gone appropriation  be  borne  under  the  nonprofit  and  Postal  Service  proposals? 

Answer.  Appendices  A  and  B,  prepared  by  the  Alliance's  economist,  Dr.  John 
Haldi,  analyze  the  effects  of  each  proposal. 

Question  2.  By  how  much  would  the  nonprofit  mailers'  proposed  eligibility  restric- 
tions reduce  the  revenue  forgone  appropriations  requirement? 

Answer.  The  Alliance  lacks  the  data  on  nonprofit  mail  characteristics  needed  to 
provide  a  precise  response  for  the  nonprofit  subclass  as  a  whole.  Our  best  judgment, 
however,  is  that  the  proposed  eligibility  restrictions  would  reduce  the  revenue  for- 
gone requirement  by  approximately  $30  million  per  year. 

Appendix  A— Analysis  of  the  Postal  Service  Proposal  for  Revenue  Forgone 

The  following  is  an  analysis  of  the  Postal  Services'  proposal  to  reform  revenue  for- 
gone. The  data  are  essentially  derived  from  the  Postal  Service's  own  analysis  of  its 
proposal,  as  contained  in  their  document.  By  way  of  background,  the  starting  point 
is  the  FY  94  request  for  revenue  forgone,  which  is  as  follows: 

Nonprofit  Mail:  Amount 

2C/Classroom  $70,896,000 

Bulk  Nonprofit  372,044,000 

Total  442,940,000 

Other  Preferred  Rate  Mail: 

In-county  21,536,000 

2C  Regular  rate  425,000 
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Library  rate 3,376,000 

Total  25,337,000 

Free  Mail:  Blind,  Handicapped,  etc 62,977,000 

Total  Requirement  531,254,000 

The  Postal  Service  assumes  that  Congress  will  continue  to  fund  free  mail,  to  the 
tune  of  $63  million  per  year.  The  difference,  $468  million,  will  be  phased  out,  some 
immediately  by  way  of  eligibility  reforms,  and  the  remainder  over  three  years. 

For  the  three  years  analyzed  in  the  accompanying  table  (1994-1996),  we  have 
made  the  simplifying  assumption  that  there  will  be  no  change  in  volumes  as  a  re- 
sult of  the  changes  in  rates  that  are  implied  in  the  Postal  Services'  proposal.  Or, 
alternatively,  we  have  assumed  that  normal  growth  in  volume  will  be  exactly  offset 
by  the  decline  in  volume  caused  by  price  elasticity.  The  analysis  also  assumes  no 
major  rate  case. 

ANALYSIS  OF  THE  POSTAL  SERVICE  PROPOSAL  FOR  REVENUE  FORGONE,  FISCAL  YEAR  1994 — 

FISCAL  YEAR  2000 


Amount  Paid  By  Preferred  Rate  Mailers 


Year 


Immediate 
Eligibility  Re- 
forms 

(1) 


Phase-out  of 
Rev.  Forgone 

(2) 


(3) 


Amount  Paid 
By  Congress1 
(Taxpayers) 


(4) 


Amount  Paid 
By  Regular 
Rate  Mailers 


(5) 


(6) 


Fiscal  year  1994 
Fiscal  year  1995 
Fiscal  year  1996 
Fiscal  year  1997 
Fiscal  year  1998 
Fiscal  year  1999 
Fiscal  year  2000 

Subtotal 


112 
112 
112 
112 
112 
112 
112 


117 

239 
356 
356 
356 
356 
356 


229 
351 
468 
468 
468 
468 
468 


239 
117 

0 
0 
0 
0 
0 


468 
468 
468 
468 
468 
468 
468 


Prior  years: 

Fiscal  year  1991 
Fiscal  year  1992 
Fiscal  year  1993 


Subtotal 

Grand  total 


784 

2,136 

2,920 

356 

0 

3,276 

0 

0 

0 

81 

0 

81 

0 

0 

0 

74 

0 

74 

0 

- 

0 

360 

0 

360 

0 

0 

0 

515 

0 

515 

784 


2,136 


2,920 


871 


3,791 


1  Repayment  of  this  amount  would  be  spread  over  30  years,  without  interest. 

Appendix  B — Analysis  of  the  Nonprofit  Mailers'  Proposal  for  Revenue 

Forgone 

The  following  is  an  analysis  of  the  nonprofit  mailers'  proposal  to  reform  revenue 
forgone.  The  starting  point  is  FY  94  request  for  revenue  forgone,  which  is  as  follows: 


Nonprofit  Mail: 

2C/Classroom  .. 
Bulk  Nonprofit 


Total 


Other  Preferred  Rate  Mail: 

In-county  

2C  Regular  rate  

Library  rate  


Total  

Free  Mail:  Blind,  Handicapped,  etc 
Total  requirement  


Amount 

$70,896,000 
372,044,000 

442,940,000 


21,536,000 

425,000 

3,376,000 

25,337,000 

62,977,000 

531,254,000 
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This  analysis  assumes,  as  did  the  Postal  Service,  that  Congress  will  continue  to 
fund  free  mail,  to  the  tune  of  $63  million  per  year  (or  whatever  it  takes).  The  re- 
mainder, $468  million,  is  divided  between  (i)  nonprofits  ($443  million)  and  (ii)  other 
preferred  rate  mailers  ($25  million). 

One  purpose  of  this  exercise  is  to  compare  the  Postal  Service  proposal  with  the 
nonprofit  mailers'  proposal.  We  therefore  assume  that  the  total  amount  to  be  ac- 
counted for  over  the  three  years  is  the  same  as  the  in  the  analysis  of  the  Postal 
Service  proposal.  This  will  force  aggregate  comparability  between  the  two. 

As  with  the  Postal  Service  proposal,  this  analysis  also  makes  the  simplifying  as- 
sumptions of  (i)  no  major  rate  case  during  the  next  three  years,  and  (ii)  no  change 
in  volume  on  account  of  price  elasticity.  Alternatively,  we  have  assumed  that  normal 
growth  in  volume  will  be  exactly  offset  by  the  decline  in  volume  caused  by  price 
elasticity.  In  other  words,  we  have  not  attempted  to  refine  the  estimates  or  make 
any  adjustments  for  the  elasticity  of  demand  by  nonprofit  mailers.  Despite  these 
simplifying  assumptions,  analysis  of  the  nonprofit  proposal  is  more  complex  than 
the  Postal  Service  proposal. 

ELIGIBILITY  REFORMS  (COLUMN  1) 

We  have  assumed  that  the  UBIT  test  proposed  in  the  nonprofit  legislation  would 
eliminate  virtually  all  the  "commercial"  advertising  now  sent  at  nonprofit  rates,  and 
that  the  reduction  in  the  revenue  requirement  would  be  $40  million  annually,  the 
same  at  the  Postal  Service's  proposed  reforms.  It  is  assumed  that  this  mail  would 
disappear  from  third-class  nonprofit;  i.e.,  it  would  either  shift  to  regular  rate,  or  not 
be  mailed  at  all.  This  "disappearance"  reduces  the  total  volume  and  revenues  of 
third-class  nonprofit  by  about  11  percent,  which  means  that  there  will  be  11  percent 
less  revenues  to  which  the  proposed  higher  markup  will  apply. 

TWELVE  PERCENT  MARKUP  (COLUMN  2) 

Instad  of  using  the  most  favored  customer  markups  applicable  to  special  forth- 
class  book  rate  (4.9%)  or  parcel  post  (10%),  we  have  used  a  markup  of  12  percent 
for  all  three  years.  Implicitly,  we  have  assumed  that  there  is  no  omnibus  rate  case 
during  the  next  three  years,  or,  in  the  alternative,  that  the  mark-up  is  fixed,  and 
will  not  change  even  if  the  PRC  sets  the  lowest  commercial  markup  higher  than  12 
percent.  This  mark-up  is  applied  to  the  gross  revenues  of  second-class  and  third- 
class  nonprofit  mail.  It  should  be  noted,  however,  that  (i)  the  gross  revenues  are  re- 
duced by  the  eligibility  reforms  in  all  three  years;  and  (ii)  during  FY  94,  when  the 
flat  surcharge  is  in  effect,  there  is  a  reduction  in  the  required  amount  of  revenue 
forgone  due  to  the  migration  from  third-class  flats  to  either  second-class  or  letter- 
shaped  mail,  and  (iii)  during  FY  95  and  FY  96,  after  repeal  of  the  flat  surcharge, 
revenues  to  the  Postal  Service  decline  by  about  $106  million  per  year  and,  accord- 
ingly, revenues  from  the  12  percent  markup  also  decline  (by  about  $13  million  per 
year). 

MIGRATION  REDUCTION  AND  REPEAL  OF  THE  FLAT  SURCHARGE  (COLUMN  3) 

The  flat  surcharge  has  caused  the  amount  of  flat-shaped  nonprofit  mail  to  decline, 
from  about  28  to  15  percent  of  total  third-class  nonprofit  volume,  a  striking  reduc- 
tion of  some  13  percent,  or  about  1.5  billion  pieces.  This  migration  has  caused  a  re- 
duction in  the  attributable  cost  of  third-class  nonprofit  mail,  and  a  corresponding 
reduction  in  the  revenue  forgone  requirement.  The  legislation  proposed  by  non- 
profits would  have  the  flat  surcharge  repealed  at  the  end  of  FY  94.  This  repeal  will 
reverse  the  existing  situation  and  cause  a  reduction  in  Postal  Service  revenues  from 
the  remaining  flat-shaped  mail  (4.0  to  4.4  cents  per  piece  on  about  2.4  billion  pieces, 
which  amounts  to  about  $106  million),  and  it  might  even  cause  an  increase  in  the 
volume  of  flat-shaped  mail  ("reverse"  migration). 

FY  94  TRANSITION  COSTS  (COLUMN  4) 

After  making  the  above-indicated  adjustments,  regular  rate  mailers  would  have 
to  absorb  about  $196  million.  However,  legislation  proposed  by  nonprofits  would  re- 
quire half  of  this  amount,  $98  million,  to  be  paid  by  nonprofit  mailers,  over  a  period 
of  six  years. 

OTHER  PREFERRED  RATE  MAILERS  (COLUMN  5) 

The  categories  of  revenue  forgone  are  not  explicitly  covered  under  the  legislation 
proposed  by  nonprofits,  hence  the  extent  to  which  this  $25  million  would  be  paid 
by  preferred  rate  mailers,  by  Congress,  or  by  regular  rate  mailers  is  ambiguous.  It 
is  segregated  this  way  in  the  accompanying  table.  Column  5  is  what  accountants 
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might  refer  to  as  a  "suspense"  column,  i.e.,  the  numbers  in  this  column  are  not  in- 
tended to  indicate  a  final  disposition  of  other  preferred  rate  mailers. 

AMOUNT  PAID  BY  CONGRESS  (COLUMN  6) 

We  have  assumed  an  appropriation  this  year  of  $91.4  million.  After  deducting  $63 
million  for  free  mail,  the  difference,  $28  million,  is  applied  to  the  FY  91  reconcili- 
ation request.  This  leaves  $487  million  from  prior  years  as  an  unsettled  account. 
In  light  of  existing  budget  realities,  the  nonprofit  proposal  would  not  have  Congress 
retire  any  of  this  amount  over  any  period.  We  assume,  therefore,  that  it  will  become 
part  of  the  Postal  Service's  prior  year  losses. 

SUMMARY 

For  the  three  years  FY  94  through  FY  96,  nonprofit  mailers  would  pay  a  total 
additional  cost  of  some  $507  million,  while  regular  rate  mailers  would  pay  $822  mil- 
lion. The  Postal  Service  would  have  additional  prior  year  losses  of  $487  million,  and 
$75  million  of  revenue  forgone  for  in-county  and  library  rate  remains  to  be  decided. 

ANALYSIS  OF  THE  NONPROFIT  PROPOSAL  FOR  REVENUE  FORGONE 

Amount  Paid  By  Preferred  Rate  Mail-  Amount 

ers  Ambiguous:      Amount  „  iH  h 

v                                 1/2  ^ 94      '""County       Paid  8y  n*'°  ,°y       T  ,  , 

Tear                                Immed.        U,A  „n       Migration  Trans.       and  Library  Congress  „.,* Ma,, 

Eligib.Re-      Tf;ui;       Red.  and  Rate  (Taxpayers)  KaIe™''- 
forms         at  "*      F-S  Repeal 

(1)  (2)  (3)  (4)  (5)  (6)  (7)  (8) 

Fiscal  Year  1994  40  160  47  98  25  0  98      468 

Fiscal  Year  1995  40  147         (106)  0  25  0  362      468 

Fiscal  Year  1996  40  147         (106) 0  25 0  362      468 

Subtotal  120  454         (165)  98  75 0  822    1,404 

Prior  Years: 

Fiscal  Year  1991  0               0               0              0               0             28  53  81 

Fiscal  Year  1992  0               0               0               0              0               0  74  74 

Fiscal  Year  1993  0 0 0 0 0 0  360  360 

Subtotal  0 0 0 0 0  28  487      515 

Grand  Total 120  454         (164)  98  75  28        1,309    1,919 

Miss  Collins.  Thank  you  very  much,  Mr.  McLin. 

Ms.  Emigh? 

Ms.  Emigh.  Thank  you,  Madam  Chairman,  members  of  the  com- 
mittee. I  am  an  economist,  and  I  represent  the  Nonprofit  Mailers 
Federation,  which  is  a  national  organization  of  about  300  nonprofit 
organizations  located  around  the  country. 

Just  in  reference  to  my  colleague  summarizing  for  you  just  now 
the  main  principles  of  the  reform  proposals  that  the  nonprofit  com- 
munity has  put  forward,  you  will  find  those  on  the  very  last  page 
of  my  testimony  in  case  you  wanted  to  look  at  those  in  writing.  And 
the  actual  principles  themselves  are  the  ones  that  are  right  next 
to  the  bullets.  It's  the  very  last  page  of  my  testimony. 

Before  I  point  out  the  advantages  to  Congress  and  to  society  as 
a  whole  of  the  reform  proposal  the  nonprofit  community  has  prof- 
fered relative  to  the  disastrous  consequences  that  will  inevitably 
result  from  the  Postal  Service's  proposal,  which  they  do  not  even 
deem  to  call  reform,  I  would  like  to  make  three  very  short  com- 
ments. 

One  is  I  would  encourage  you  very,  very  strongly  to  always  listen 
for  when  someone  is  talking  about  the  number  of  permit  holders 
and  when  someone  is  talking  about  the  number  of  permits. 
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We've  heard  a  lot  this  year  and  last  year  about  the  growing  num- 
ber of  nonprofit  organizations  that  are  eligible  for  preferred  mail 
rates.  And  frequently  this  number  that's  thrown  about,  I've  heard 
300,000,  400,000,  that's  permits,  not  permit  holders.  The  Postal 
Service  issues  permits  and  counts  permits. 

Many  organizations  have  multiple  permits.  In  fact,  some  years 
ago  in  this  very  committee  room,  the  former  chairman  of  this  com- 
mittee allowed  me  to  have  the  opportunity  to  look  through  and 
count  eight  boxes  of  computer  printouts  of  permits.  I  was  shocked 
to  discover  that  one  organization  can  have  a  page  or  a  page  and 
a  half  of  permits. 

So  when  you  hear  these  numbers,  300,000,  400,000,  the  number 
of  nonprofit  organizations  that  are  eligible  is  mushrooming  out  of 
control.  Remember,  the  number  of  permits  that  an  organization 
needs  is  much  different  than  the  number  of  organizations  that  are 
eligible  for  even  one  permit. 

Secondly,  we  have  heard  this  morning  that  nonprofits  do  not 
have  "any  incentive"  to  create  the  most  accurate  non-redundant 
targeted  mailings.  This  is  completely  unfounded  empirically.  First 
of  all,  in  the  last  rate  case,  the  R90  rate  case,  the  rates  which  took 
effective  in  February  of  1991,  the  rates  for  letter  size  nonprofit 
mail  increased  50  percent.  The  rates  for  non-letter  size  mail  in- 
creased greater  than  50  percent. 

And  Congress  then  decided  to  load  the  shortfall  in  the  appropria- 
tions for  that  year  onto  non-letter  size,  which  caused  non-letter  size 
third  class  nonprofit  mail  to  redouble.  That's  a  95  percent  increase 
for  non-letter  size  third  class  mail  since  1991. 

Now,  I  think  you  can  understand  from  my  colleague  and  other 
nonprofit  organizations  that  there  is  a  direct  trade-off  between  a 
dollar  that's  spent  for  postage  and  a  dollar  spent  for  program.  The 
way  they  pay  for  postage  is  to  take  the  money  out  of  the  program 
and  put  it  over  into  postage. 

That's  why  there  is  an  incredible  incentive,  a  much  greater  in- 
centive, for  nonprofit  organizations  to  have  accurate  addresses,  to 
not  mail  to  the  same  person  twice,  and  to  target  their  mailings  on 
people  in  our  society  who  are  really  interested  in  the  cause  of  sup- 
porting black  colleges  or  children's  homes  or  whatever  the  cause 
may  be. 

Thirdly,  we  have  the  statement  from  the  Clinton  administration 
that  the  most  efficient  means  of  supporting  charitable  and  other 
nonprofit  organizations  is  through  the  tax  code,  but  I  hope  you'll 
understand  that  almost  every  taxpayer  in  this  country  files  the 
short  form.  There  is  no  deduction  for  charitable  contributions  on 
the  short  form. 

The  tax  code  is  really  not  an  incentive.  In  fact,  as  an  economist, 
I  can  assure  you  that  the  tax  code  is  really  not  a  good  way  to  foster 
a  lot  of  economic  activity  in  this  country.  People  only  make  a  small 
portion  of  their  economic  decisions  relative  to  what  the  tax  code 
does  for  them. 

If  you  want  an  efficient  government  program,  I  challenge  you  to 
name  a  government  program  that's  more  efficient  than  revenue  for- 
gone. For  every  dollar  lost  in  revenue  forgone,  $80  in  benefits  are 
generated  in  direct  revenue  to  nonprofit  organizations. 
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The  other  thing  is  that  revenue  forgone  is  100  percent  program 
money.  None  of  that  goes  to  administration.  None  of  that  goes  to 
overhead.  None  of  that  goes  to  salary.  It  all  goes  into  postage,  most 
of  which  is  raising  money  to  support  charitable  activity. 

Now,  the  other  thing  I  want  to  mention  about  this  mushrooming 
of  nonprofit  organizations  is  if  you  look  at  the  facts,  the  number 
of  pieces  of  nonprofit  mail  that  have  been  mailed  over  the  past  10 
years,  it  has  nosedived.  In  the  last  five  years,  the  rate  of  increase 
of  the  number  of  pieces  is  1.4  percent.  That  is,  the  growth  of  non- 
profit mail  has  increased,  the  average  annual  rate  of  increase,  1.4 
percent  per  year  in  the  past  5  years. 

If  you  take  the  previous  5  years,  the  growth  of  nonprofit  third 
class  mail  was  almost  5  percent,  4.1  percent,  per  year.  So  you  can 
see  that  the  volume  of  nonprofit  mail  has  been  coming  down. 

If  you  look  at  the  last  two  fiscal  years,  it's  been  negative  growth. 
That  is,  nonprofit  mailers  have  realized  an  absolute  reduction  in 
the  number  of  pieces  of  mail.  This  is  not  eligibility  out  of  control. 
This  is  nonprofit  fewer  organizations  mailing  fewer  pieces  that  are 
eligible. 

In  closing,  let  me  just  point  out  to  you  that  the  Postal  Service 
proposal  does  not  address  the  fundamental  problem  of  why  revenue 
forgone  is  so  high.  It  does  not  address  the  super  arbitrary  markup 
that  the  Postal  Service  and  the  Postal  Rate  Commission  charge  to 
nonprofits,  which  is  completely  economically  unfounded. 

The  other  part  of  the  Postal  Service  proposal,  the  main  part,  is 
to  cause  incredible  disruption  to  libraries  and  40  percent  of  the 
nonprofit  organizations.  There's  no  need  to  be  so  disruptive  of  the 
works  of  nonprofit  organizations. 

And  the  way  that  the  Postal  Service  goes  about  doing  this  using 
the  tax  code,  the  501(c),  Subsection  (c),  you  know,  the  various  para- 
graphs, picking  out,  "Well,  if  you're  a  (c)(3),  you're  eligible,  but 
you're  exempt  under  Paragraph  (4),  you're  not.  If  you're  exempt 
under  Paragraph  (5),  you  are.  If  you're  exempt  under  (6),  you're 
not,"  using  the  501(c)  tax  code  as  the  bright  line  test  of  eligibility 
will  inevitably  discriminate  between  worthy  causes.  Our  proposal 
will  not  do  that,  but  it  will  still  substantially  reduce  revenue  for- 
gone in  a  way  that's  fair  and  equitable. 

[The  prepared  statement  of  Ms.  Emigh  follows:] 

Prepared  Statement  of  Carolyn  Emigh,  Economist,  Nonprofit  Mailers 

Federation 

Good  morning,  Mr.  Chairman  and  Members  of  the  Committee.  My  name  is  Caro- 
lyn Emigh.  I  serve  as  economist  to  the  Nonprofit  Mailers  Federation,  a  national 
grass  roots  network  of  about  300  nonprofit  organizations. 

We  are  grateful  for  the  opportunity  to  appear  again  this  year  before  the  Commit- 
tee in  order  to  set  the  record  straight  concerning  a  number  of  inaccurate  allegations 
and  to  comment  on  the  proposal  that  the  U.S.  Postal  Service  has  circulated  recently 
to  address  the  nonprofit  mail  rate  problem. 

This  is  the  year  to  solve  the  nonprofit  mail  rate  problem.  Like  it  or  not,  the  prob- 
lem lies  in  the  Committee's  jurisdiction  to  solve. 

The  Committee  is  well  advised  to  understand  the  true  nature  of  the  problem  rath- 
er than  act  on  the  basis  of  allegations.  Otherwise,  it  simply  substitutes  one  set  of 
problems  for  another. 
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ALLEGATIONS  VERSUS  ACTUALITY 

In  recent  weeks,  opponents  of  nonprofit  mail  rates  and  apologists  for  commercial 
advertising  mailers  have  made  the  following  allegations  in  testimony  before  Con- 
gress and  in  other  official  documents. 

1.  "To  shift  institutional  costs  from  nonprofit  third  class  to  other  mailers  is  nei- 
ther fair  nor  right." 

It  is  neither  fair  nor  right  for  any  group  of  mailers  to  be  charged  a  share  of  the 
Postal  Service's  institutional  costs  that  exceeds  the  institutional  costs  that  group 
consumes. 

Since  the  Postal  Reorganization  Act  was  enacted  in  1970,  the  Postal  Service  has 
charged  a  share  of  its  institutional  costs  to  nonprofit  third  class  that  grossly  exceeds 
the  institutional  costs  that  nonprofit  mailers  actually  consume. 

From  1970  to  1986,  the  Postal  Service  charged  nonprofits  a  higher  mark  up  for 
institutional  costs  than  the  mark  up  it  charged  to  commercial  third  class.  This  prac- 
tice was  unconscionable,  and  Congress  finally  reacted  in  1986  to  the  astronomical 
revenue  foregone  bill  that  this  mark  up  produced  with  a  directive  that  the  mark 
up  for  nonprofits  could  be  no  greater  than  the  mark  up  for  commercial  mail. 

With  the  1987  postal  rate  case,  "no  greater  than"  became  "equal  to."  Although 
"equal  to"  is  an  improvement,  it  still  is  neither  fair  nor  right.  It  produces  a  grossly 
inflated  full  funding  level  for  revenue  foregone. 

The  unfair  and  economically  wrong  mark  up  for  nonprofit  third  class  is  the  root 
cause  of  the  revenue  foregone  problem.  The  fair  and  right  solution  can  only  be  to 
mandate  a  mark  up  for  non-profit  third  class  that  is  "fair  and  right" — not  equal  to 
the  mark  up  for  commercial  third  class  mail. 

2.  "If  nonprofit  third  class  were  assigned  a  fair  mark  up  percentage,  it  would 
cause  commercial  third  class  advertisers  to  pay  a  10  percent  rate  increase.  That  will 
cause  a  cost  flight  from  Postal  Service." 

This  assertion  is  based  on  two  far-fetched  assumptions: 

(1)  nonprofit  third  class  would  not  pay  any  mark  up  for  institutional  costs,  and 

(2)  the  mark  up  that  the  Postal  Service  and  Postal  Rate  Commission  currently 
assign  to  nonprofit  third  class  would  be  shifted  entirely  to  commercial  third  class. 

First,  no  one,  not  even  nonprofit  third  class  mailers,  propose  that  nonprofit  third 
class  not  be  assessed  any  mark  up  for  the  Postal  Service's  institutional  costs.  Non- 
profits ask  only  that  Congress  mandate  a  mark  up  percentage  that  is  fair  and  right. 

Second,  why  would  Congress  mandate  that  the  difference  between  a  mark  up  per- 
centage for  nonprofits  that  is  right  and  fair  and  the  current  percentage  that  is 
grossly  inflated  be  shifted  entirely  to  commercial  third  class  mail? 

To  right  a  wrong  and  then  turn  around  and  impose  a  new  wrong  does  not  make 
any  sense.  Just  as  it  is  wrong  for  nonprofits  currently  to  bear  a  grossly  dispropor- 
tionate share  of  the  Postal  Service's  institutional  costs,  likewise  it  would  be  unfair 
for  commercial  third  class  to  bear  a  disproportionate  share. 

The  logical  approach  under  current  rate  making  procedure  is  that  the  difference 
would  be  spread  among  all  mailers.  Thus,  the  resultant  increase  for  commercial 
third  class  would  be  less  than  one  percent. 

3.  "Commercial  third  class  mail  rates  have  increased  50  percent  in  three  years." 
The  inference  is  that  no  matter  how  much  postage  would  increase  for  commercial 

advertising  mail  if  nonprofits  are  assigned  a  fair  and  right  mark  up,  it  would  be 
burdensome  given  the  rate  of  increase  that  the  Postal  Service  and  Postal  Rate  Com- 
mission have  already  imposed  on  commercial  third  class. 

The  only  commercial  third  class  rate  that  increased  anywhere  close  to  50  percent 
is  non-letter  size,  such  as  catalogs,  which  increased  about  40  percent  in  the  1990 
rate  case.  These  rates  took  effect  in  February,  1991. 

The  comparable  increase  for  nonprofit  third  class — 50  percent— was  even  more 
staggering  than  for  commercial  third  class. 

For  each  of  the  past  two  years,  Congress  has  imposed  another  double  digit  in- 
crease on  nonprofit  third  class  non-letter  mail.  Thus,  while  commercial  mailers  are 
coping  with  a  40  percent  increase,  nonprofits  are  coping  with  a  95  percent  increase. 

If  any  group  of  mailers  is  ripe  for  fairness,  it  is  nonprofit  third  class. 

4.  'There  has  been  enormous  growth  of  present  [nonprofit]  subsidy  recipients.  The 
current  number  of  permits  exceeds  400,000." 

This  allegation  and  ones  similar  to  it  confuse  permits  with  permit  holders.  The 
two  units  of  measurement  are  not  interchangeable. 

The  last  time  that  I  saw  a  computer  print  out,  the  Postal  Service  counts  the  num- 
ber of  permits  it  issues,  not  permit  holders.  There  are  many  more  permits  than  per- 
mit holders. 

Based  on  a  statistical  count  of  permits  that  I  performed  several  years  ago,  if  there 
are  400,000  permits,  then  there  are  about  170,000  permit  holders. 
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This  is  because  many  nonprofit  organizations  hold  multiple  permits.  If  you  were 
to  look  at  a  computer  print  out,  you'd  see  that  some  organizations  hold  permits  that 
run  for  a  page  or  more. 

A  more  accurate  measurement  of  growth  is  mail  volume.  The  effect  of  a  growing 
number  of  permits  or  permit  holders  on  revenue  foregone  is  really  immaterial.  What 
drives  revenue  foregone  is  volume. 

In  the  last  five  years,  the  number  of  pieces  mailed  at  the  nonprofit  third  class 
rate  has  increased  at  an  average  annual  rate  of  1.4  percent,  which  is  hardly  a  torrid 
pace.  That's  the  five  year  period  from  Fiscal  Year  1988  to  Fiscal  Year  1992. 

In  the  preceding  five  year  period,  the  average  annual  rate  of  growth  was  4.1  per- 
cent (FY  1983-FY  1987).  Thus,  the  long  run  trend  is  toward  a  fewer  number  of 
pieces  qualifying  for  revenue  foregone. 

That  downward  trajectory  continues.  The  Postal  Service  reported  that  for  the  first 
quarter  of  FY  1993,  the  most  recent  reporting  period  available,  the  number  of  pieces 
that  qualified  for  the  nonprofit  third  class  rate  declined  by  1.8  percent. 

This  is  not  just  a  quarterly  aberration.  Nonprofit  mail  volume  declined  for  12 
months  both  in  FY  1991  and  again  in  FY  1992  and  now  FY  1993  begins  with  nega- 
tive growth  as  well. 

Thus,  it  is  a  myth  that  there  is  greater  demand  for  revenue  foregone.  In  actuality, 
the  opposite  is  true. 

The  long  run  trend  has  been  a  declining  volume  of  eligible  mail.  The  rate  of  in- 
crease has  slowed  gradually  over  the  past  ten  years  until,  in  the  past  couple  years, 
nonprofit  mail  volume  has  recorded  negative  growth.  That  trend  continues  un- 
checked. 

5.  "There  is  a  more  liberal  definition  of  eligibility  than  those  originally  intended 
to  receive  revenue  foregone." 

In  the  absence  of  a  change  in  the  statute,  only  the  Postal  Service  through  regu- 
latory interpretation  may  expand  the  definition  of  eligibility.  An  examination  of  per- 
mit applications  and  revocations  reveals  that,  if  anything,  the  Postal  Service  has 
used  its  authority  to  restrict  eligibility. 

In  the  mid-1980s,  postal  management  embarked  on  a  program  called  "revenue 
protection,"  which  aimed  to  reduce  the  number  of  mailings  that  its  personnel  accept- 
ed at  the  preferred  rate. 

Anyone  that  followed  the  Inspection  Service's  systematic  investigation  of  unau- 
thorized cooperative  mailings  in  the  mid-  to  late  1980s,  which  continues  to  this  day, 
knows  that  the  Postal  Service  has  narrowed  its  definition  of  eligibility,  not  liberal- 
ized it. 

In  1990,  Congress  amended  the  statute  in  order  to  codify  postal  management's  re- 
stricted definition  of  eligibility.  Thus,  it  is  a  myth  for  anyone  to  suggest  that  the 
definition  of  eligibility  is  more  liberal. 

Just  the  opposite  is  true.  A  comparison  of  the  law  in  1970  with  the  law  in  1990 
shows  that  the  major  change  is  that  requirements  for  eligibility  have  been  tightened 
significantly. 

6.  "Nonprofits  that  send  catalogs  exploit  loopholes  in  postal  law  and  market  mer- 
chandise for  a  profit." 

To  listen  to  commercial  third  class  mailers,  one  would  think  that  nonprofits  are 
heavy  mailers  of  catalogs  and  other  pieces  that  market  merchandise.  The  truth  is 
quite  different. 

In  1990,  the  Postal  Rate  Commission  (PRO  conducted  a  survey  of  household  mail 
in  this  country  to  determine  the  type  of  nonprofit  mail  that  actually  makes  it  to  the 
mailbox. 

It  is  important  to  take  note  that  the  PRC  conducted  this  study  after  they  doubled 
the  mail  rate  for  nonprofit  third  class  flats  but  before  Congress  re-doubled  the  same 
rate.  Most  catalogs  are  flats. 

The  PRC's  1991  study  shows  that  only  four  percent  of  nonprofit  third  class  mail 
consists  entirely  of  advertising  for  articles  or  services  that  are  not  substantially  re- 
lated to  the  charitable,  religious,  or  other  purpose  for  which  the  organization  is  eligi- 
ble to  mail  at  the  preferred  rate. 

When  the  PRC  broke  that  down  further  to  count  only  merchandise,  a  mere  one 
percent  of  total  nonprofit  third  class  volume  consists  entirely  of  advertising  for  mer- 
chandise that  is  not  related  to  the  organization's  tax-exempt  purpose. 

As  for  catalogs  per  se,  the  PRC  discovered  that  only  two  percent  of  nonprofit  third 
:lass  mail  pieces  that  offer  to  sell  any  good  or  service  are  non-letter  size.  Thus,  mer- 
zhandise  catalogs  are  a  subset  of  one  percent  which  means  that  only  a  negligible 
Droportion  of  nonprofit  mail  consists  of  merchandise  catalogs. 

Not  only  is  this  volume  of  nonprofit  mail  insignificant,  but  also  it  does  not  exploit 
jostal  law.  The  law  does  not  limit  advertising  content  at  the  third  class  rate  so  long 
is  the  mail  piece  that  contains  the  advertisement  belongs  to  the  permit  holder  and 
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the  item  that  is  offered  for  sale  is  not  otherwise  ineligible,  such  as  financial  services, 
insurance  or  travel.  To  print  a  space  ad  or  retail  the  organization's  own  inventory 
is  a  legal  means  for  a  nonprofit  organization  to  raise  revenue. 

As  for  the  assertion  that  the  miniscule  volume  of  nonprofit  mail  that  offers  mer- 
chandise does  so  for  a  profit,  neither  the  PRC  nor  anyone  else  that  I  know  of  has 
studied  whether  this  relative  handful  of  nonprofits  generates  net  revenue  with  their 
advertising. 

We  do  know  that  much  advertising  in  the  form  of  space  ads  is  done  to  defer  the 
cost  to  publish,  not  to  generate  net  revenue.  As  for  merchandise  that  an  organiza- 
tion retails  from  its  own  inventory,  although  the  PRC  statistics  show  that  this  is 
limited  to  a  very  few  nonprofit  organizations,  those  that  do  it  presumably  generate 
some  net  revenue. 

Since  nonprofit  organizations  provide  charitable,  educational,  or  religious  services 
at  no  charge  to  the  beneficiary  of  the  service,  the  basic  policy  question  is  the  permis- 
sible scope  of  fund  raising  activity.  Without  the  ability  to  raise  funds,  i.e.,  generate 
net  revenue,  nonprofit  organizations  cannot  operate  soup  kitchens,  provide  residen- 
tial care  to  troubled  children,  preserve  works  of  art,  or  award  scholarships  or  re- 
search grants. 

POSTAL  SERVICE'S  MARCH  11TH  PROPOSAL 

The  basic  problem  with  postal  management's  proposal  is  that  it  does  not  address 
the  root  cause  of  the  revenue  foregone  problem,  which  is  the  inflated  mark  up  of 
nonprofit's  attributable  costs. 

The  mark  up  percentage  yields  the  dollar  value  of  the  Postal  Service's  institu- 
tional or  overhead  costs  that  are  assigned  to  a  class  of  mail  which  equals  full  fund- 
ing of  revenue  foregone. 

Instead  of  realigning  the  mark  up  percentage  so  that  it  reflects  more  accurately 
the  rate  at  which  nonprofit  third  class  mail  consumers  postal  overhead,  postal  man- 
agement proposes  to  disrupt  the  good  works  of  libraries  and  about  40  percent  of 
other  nonprofit  organizations  in  order  to  pay  for  the  grossly  inflated  full  funding 
level  of  revenue  foregone. 

POSTAL  MANAGEMENT'S  PROPOSED  POLICY  ANOMALIES 

Postal  management  would  disrupt  the  good  works  of  libraries  and  other  nonprofit 
mailers  through  statutory  changes  in  eligibility  that  are  fraught  with  policy  anoma- 
lies. 

They  propose  to  disqualify  for-profit  book  publishers  when  they  mail  books  to  li- 
braries but  retain  eligibility  for  all  other  for-profit  companies  that  currently  qualify 
for  preferred  mail  rates.  If  it  is  bad  policy  to  subsidize  one  set  of  for-profit  compa- 
nies, why  is  it  sound  policy  to  subsidize  other  for-profit  companies? 

Postal  management  also  proposes  to  disqualify  nonprofit  organizations  on  the 
basis  of  the  tax  code,  which  will  inevitably  discriminate  between  worthy  causes. 

For  example,  a  nonprofit  organization  that  educates  the  public  about  environ- 
mental or  family  planning  issues  would  continue  to  be  eligible,  but  postal  manage- 
ment would  disqualify  a  nonprofit  organization  that  educates  the  public  about  civic 
issues  or  firearm  safety. 

A  nonprofit  organization  that  advocates  the  rights  of  hourly  workers  would  con- 
tinue to  be  eligible,  but  postal  management  wants  to  disqualify  a  nonprofit  organi- 
zation that  advocates  the  rights  of  taxpayers. 

Likewise,  they  would  perpetuate  the  eligibility  of  a  veterans  group  that  is  exempt 
from  taxation  under  Section  501(c)(19)  but  disqualify  another  veterans  group  that 
is  exempt  under  Section  501(c)(4). 

Postal  management's  proposal  to  change  eligibility  for  advertising  content  also 
creates  anomalies.  Currently  as  much  as  75  percent  of  the  content  of  a  second  class 
publication  may  consist  of  advertising. 

Postal  management  would  not  change  that  rule  for  second  class  publications  that 
are  mailed  inside  the  county  where  they  are  published  but  would  reduce  it  to  no 
more  than  10  percent  for  a  second  class  publication  that  is  mailed  outside  the  coun- 
ty of  publication. 

Ironically,  most  preferred  rate  in-county  publications  are  owned  by  for-profit  com- 
panies, and  most  outside  county  publications  are  published  by  nonprofit  organiza- 
tions. When  it  comes  to  a  third  class  publication — all  of  which  are  nonprofit,  postal 
management  wants  to  ban  advertising  altogether. 

What  is  the  policy  rationale  to  permit  a  publication  that  is  mailed  within  the 
county  where  it  is  published  to  be  heavily  weighted  toward  commercial  advertising 
but  severely  limit  advertising  content  in  a  publication  that  is  distributed  outside  the 
county  of  publication? 
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If  anything,  the  publication  mailed  outside  the  county  of  publication  is  more  costly 
to  mail  and  the  nonprofit  publisher  is  more  likely  to  be  financially  strapped  than 
the  for-profit  in-county  publisher.  Therefore,  it  would  seem  that  the  nonprofit  out- 
side county  publication  needs  greater  advertising  revenue  in  order  to  survive  than 
the  in-county  for-profit  publication. 

Equally  puzzling  is  the  Postal  Service's  rationale  for  its  proposal  to  disqualify  a 
third  class  publication  that  has  any  advertising.  Again  from  the  economic  perspec- 
tive, a  third  class  publication  that  does  not  have  subscribers  would  seem  to  be  in 
greater  need  of  outside  revenue  than  a  second  class  publication  that  is  subscription 
based. 

There  isn't  an  economic  rationale,  nor  can  one  argue  that  the  content  of  a  second 
class  publication  is  more  worthy  of  affordable  mail  rates  than  a  third  class  publica- 
tion. Most  third  class  publications  serve  an  educational  purpose,  such  as  to  dissemi- 
nate public  health  information. 

If  paid  space  advertisements  are  inappropriate  for  a  publication  that  benefits  from 
a  revenue  foregone,  then  a  publication  with  paid  space  ads  should  be  disqualified — 
regardless  of  the  class  of  mail  or  whether  it  is  mailed  to  readers  that  live  primarily 
inside  or  outside  the  county  of  publication. 

If  eligibility  is  based  on  the  nature  or  worthiness  of  the  publication's  content, 
whether  the  publication  has  subscribers,  or  whether  it  is  mailed  primarily  inside  or 
outside  the  county  of  publication,  then  that  should  be  the  policy  across  the  board 
rather  than  be  applied  arbitrarily  to  some  preferred  rate  publications  but  not  to  oth- 
ers. 

RATIONAL  REFORM  PRINCIPLES 

It's  no  wonder  that  postal  management  does  not  refer  to  its  proposal  as  "reform." 
Instead  of  proposing  reform — to  remove  abuse,  it  would  add  new  abuse  to  the  exist- 
ing ones. 

The  Postal  Service's  proposal  does  not  address  the  root  cause  of  the  revenue  fore- 
gone problem  which  is  the  inflated  mark  up.  Instead,  postal  management  would  per- 
petuate that  inequity  and  add  new  ones  through  arbitrary  favoritism  in  eligibility 
for  second,  third,  and  fourth  class  preferred  rates. 

Attached  is  the  set  of  reform  principles  that  the  nonprofit  community  has  devel- 
oped. They  address  the  root  cause  of  the  problem  but  also  require  sacrifice  from  non- 
profit third  class  mailers. 

A  legislative  proposal  built  on  these  principles  would  cut  revenue  foregone  sub- 
stantially and  raise  mail  rates.  Such  a  proposal,  just  as  postal  management's,  would 
inflict  greater  pain  on  nonprofit  third  class  than  on  the  other  two  classes  of  pre- 
ferred rate  mailers.  That's  where  the  similarity  ends. 

The  Postal  Service  proposal  would  inflict  maximum  pain  because  it  would  revoke 
the  preferred  rate  permits  of  a  large  number  of  organizations.  Those  that  would  lose 
their  permits  represent  a  hodgepodge  of  organizations.  Virtually  all  other  preferred 
rate  mailers  would  pay  an  enormous  double  digit  increase  in  postage. 

The  Postal  Service's  proposal  and  ours  would  impact  every  preferred  rate  mailer, 
but  our  proposal  would  be  much  less  disruptive  on  the  nation  as  a  whole.  It  would 
spread  the  pain  across  all  preferred  rate  mailers. 

Instead  of  extracting  the  maximum  sacrifice  from  about  40  percent  of  preferred 
rate  mailers — almost  all  of  whom  would  be  nonprofit  organizations,  our  proposal  can 
be  genuinely  characterized  as  shared  sacrifice. 

Not  only  is  the  Postal  Service  proposal  unnecessarily  disruptive  of  the  works  of 
good  Samaritans,  but  also  it  fails  to  address  the  fundamental  reasons  why  the  full 
funding  level  of  revenue  foregone  is  so  astronomical. 

If  nonprofit  third  class  were  assigned  a  more  reasonable  and  less  arbitrary  mark 
up  percentage,  it  would  not  raise  the  rates  of  all  other  mailers  in  a  disruptive  fash- 
ion. In  fact,  it  will  be  hardly  noticeable.  The  amount  of  last  year's  cut  in  revenue 
foregone — would  amount  to  a  negligible  increase — six-tenths  of  one  percent — in 
other  mail  rates. 

It  would  be  even  less  if  Congress  were  to  couple  a  fair  mark  up  percentage  with 
the  eligibility  restrictions  that  we  propose.  This  dual  approach  to  the  problem  is  ra- 
tional, fair,  consistent  with  the  purposes  of  the  Reorganization  Act,  and  much  less 
disruptive  to  our  society  than  the  Postal  Service's  proposal 

Both  our  proposal  and  theirs  will  cut  the  revenue  foregone  appropriation  substan- 
tially. We  urge  this  Committee  to  weigh  judiciously  the  calculable  consequences  that 
flow  inevitably  from  each  proposal  to  cut  the  appropriation.  We  are  confident  that 
this  Committee  will  then  act  in  the  public's  best  interest. 
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REFORM  OF  REVENUE  FOREGONE — A  PROPOSAL  FROM  THE  NONPROFIT  COMMUNITY 

The  Postal  Reorganization  Act  of  1970  provides  for  preferred  mail  rates.  In  the 
past  two  years,  Congress  appropriated  less  than  the  full  funding  level  for  revenue 
foregone.  The  result  has  been  a  combination  of  higher  postal  rates  for  nonprofits 
that  mail  non-letter  size  pieces  and  costs  that  the  Postal  Service  has  to  finance  until 
the  next  postal  rate  case. 

The  nonprofit  community  proposes  to  reform  the  method  by  which  preferred  mail 
rates  are  computed  and  restrict  eligibility  so  that  the  revised  mail  rates  are  more 
equitable  for  nonprofit  organizations  and  do  not  unfairly  burden  other  mailers. 

The  following  reform  proposal  is  endorsed  by  the  Alliance  of  Nonprofit  Mailers, 
the  Nonprofit  Mailers  Federation,  the  National  Newspaper  Association,  and  the 
AFL-CIO.  Timed  to  take  effect  in  Fiscal  Year  1994,  it  would  preserve  preferred  mail 
rates  but  restrict  eligibility  for  preferred  third  class  and  raise  all  preferred  rates. 

Authorization  for  appropriations  for  preferred  rate  second  and  third  class  mail 
would  be  repealed  effective  October  1,  1993.  Rates  would  be  computed  using  a  mark 
up  percentage  equal  to  that  charged  to  the  Postal  Service's  most  favored  regular 
rate  mail. 

The  existing  surcharge  on  nonprofit  third  class  non-letter  size  mail  would  be  pre- 
served through  September  30,  1994.  That  generates  $180  million  a  year  for  the 
Postal  Service's  institutional  cost  pool. 

All  preferred  rate  mail  would  pay  one-half  of  the  remaining  difference  between 
the  inflated  full  funding  level  for  FY  1994  and  the  reform  full  funding  level  over 
a  six  year  period.  This  would  generate  about  another  $180  million  for  the  Postal 
Service. 

Additional  revenue  for  the  Postal  Service  would  be  generated  through  a  change 
in  eligibility  that  would  disqualify  mail  that  offers  products  that  are  not  casually 
related  to  the  exempt  mission  of  the  nonprofit  organization. 

These  principles  strike  a  fair  balance  between  what  is  fair  for  preferred  rate  mail- 
ers and  the  need  to  generate  revenue  for  the  Postal  Service  to  compensate  for  termi- 
nation of  congressional  appropriations. 

Preferred  rate  mailers  would  pay  higher  mail  rates,  but  the  increase  would  not 
be  so  high  as  to  disrupt  completely  the  good  works  that  nonprofit  organizations  per- 
form in  the  community. 

These  principles  do  not  place  an  undue  financial  burden  on  regular  rate  mailers. 
Preferred  rate  mailers  would  pay  all  of  the  Postal  Service's  costs  attributed  to  them 
plus  a  reasonable  contribution  to  the  Postal  Service's  institutional  costs. 

Response  to  Written  Question  Submitted  by  Hon.  William  L.  Clay  to 
Carolyn  A.  Emigh 

Question  1.  The  Committee  has  been  told  that  unless  nonprofit  mail  rates  include 
the  same  percentage  contribution  to  Postal  Service  overhead  as  do  commercial  rates, 
commercial  mailers  will  be  subsidizing  nonprofit  mailers.  Do  you  agree  with  that 
statement? 

Answer.  The  analysis  begins  with  identification  of  the  overhead  to  be  allocated. 
Economic  reality  is  that  postal  management  uses  the  same  fixed  plant  and  capacity 
to  process  and  deliver  nonprofit  third  class  mail  as  it  does  to  process  or  deliver  every 
other  class  of  mail. 

The  existence  of  nonprofit  third  class  mail,  however,  was  a  de  minimis  factor  in 
management's  decision  to  invest  in  this  capacity.  For  example,  management  in- 
vested in  bulk  mail  centers  to  accommodate  parcels  and  commercial  bulk  mail. 

There  are  three  reasons  why  nonprofit  third  class  does  not  consume  postal  over- 
head at  the  same  rate  as  the  other  classes  of  mail. 

First,  nonprofit  third  class  mail  is  a  relatively  small  percentage  of  the  mail  stream 
that  uses  the  fixed  processing  and  delivery  capacity  in  question.  Thus,  it  would  be 
unreasonable  to  argue  that  management  based  its  decision  to  invest  in  that  capacity 
on  the  need  to  process  nonprofit  third  class  mail  volume. 

Second,  it  is  also  highly  unlikely  that  management  would  have  based  its  capital 
investment  decision  on  the  growth  of  nonprofit  third  class  mail.  Even  if  nonprofit 
third  class  had  grown  at  a  faster  rate  than  other  classes  of  mail  that  use  the  proc- 
essing equipment,  it  would  still  have  produced  a  substantially  smaller  number  of 
new  pieces  over  the  years  than  the  number  of  new  pieces  that  belong  to  other  class- 
es. 

The  truth  is  that  nonprofit  third  class  is  actually  consuming  postal  overhead  at 
a  declining  rate  relative  to  other  classes.  In  postal  fiscal  year  1991  and  again  in 
1992,  nonprofit  third  class  mail  volume  actually  declined  absolutely.  During  the 
same  period,  the  volume  of  commercial  third  class  mail  expanded. 
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Third,  not  only  is  nonprofit  third  class  mail  not  a  burden  on  the  fixed  processing 
and  delivery  capacity  in  terms  of  overall  volume  and  relative  growth,  but  also  it  is 
not  a  burden  in  terms  of  when  it  must  be  processed  or  delivered.  Whereas  the  Postal 
Service  is  compelled  to  expedite  handling  of  first  and  second  class  mail,  the  Postal 
Service  assigns  the  lowest  service  to  third  class  mail. 

Greater  flexibility  with  regard  to  capacity  utilization  means  less  demand  for  fixed 
plant  and  capacity  and  more  productive  use  of  capital,  hence  a  lower  charge  for  that 
use  of  capital. 

Economic  reality  is  that  nonprofit  third  class  mail  represents  a  small  volume  of 
total  mail  and  a  declining  burden  on  the  Postal  Service's  fixed  plant  and  capacity, 
plus  management  has  great  flexibility  as  to  when  to  process  or  deliver  nonprofit 
third  class  mail,  hence  its  charge  to  use  the  capital  should  be  lower. 

As  a  result,  it  is  a  de  minimis  factor  in  the  utilization  of  overhead  equation,  hence 
management's  fixed  plant  and  capacity  investment  decisions.  Thus,  the  mark  up 
percentage  should  reflect  that  reality. 

The  demand  that  first  class  mail  places  on  fixed  plant  and  capacity  to  process  and 
deliver  the  mail  is  far  greater  than  the  demand  of  third  class  in  terms  of  both  vol- 
ume and  flexibility  of  use — when  first  class  mail  pieces  have  to  be  processed. 

Nonprofit  third  class  places  even  less  demand  on  fixed  plant  and  capacity  than 
does  commercial  third  class  in  terms  of  sheer  volume.  Just  as  a  mark  up  percentage 
of  commercial  third  class  that  equals  the  mark  up  for  first  class  in  excessive,  so  too 
a  mark  up  percentage  for  nonprofit  third  class  that  equals  commercial  third  class 
mail  is  excessive. 

There  isn't  any  economic  connection  between  a  46  percent  mark  up  and  the  rate 
at  which  nonprofit  third  class  mail  consumes  postal  overhead.  It  is  even  less  true 
in  recent  years.  It  would  simply  be  irrational  for  management  of  any  operation  to 
invest  in  fixed  plant  and  capacity  to  handle  a  declining  portion  of  its  volume  that 
totals  no  more  than  10  percent  of  its  business. 

Therefore,  the  percentage  mark  up  for  nonprofit  third  class  mail  should  be  much 
lower  than  the  mark  up  for  commercial  third  class  mail  in  order  to  preclude  any 
subsidization. 

If  politics  must  be  added  to  the  equation,  then  compromise  is  in  order.  A  com- 
promise between  46  percent  and  a  low  single  digit  percentage  would  yield  a  percent- 
age in  the  magnitude  of  23  percent  or  one-half  of  the  current  mark  up  percentage 
for  commercial  third  class  mail. 

Intellectually,  23  percent  is  no  way  can  be  argued  to  be  a  subsidy,  except  in  the 
sense  that  nonprofit  third  class  will  continue  to  contribute  to  postal  overhead  at  a 
rate  much  faster  than  it  can  possibly  consume  postal  overhead. 

Question.  2.  If  nonprofit  rates  reflected  one-half  the  percentage  contribution  to 
Postal  Service  overhead  of  corresponding  commercial  rates,  would  commercial  mail- 
ers be  subsidizing  nonprofit  mailers? 

Answer.  If  "equal  to"  is  way  out  of  line,  what  percentage  mark  up  better  reflects 
the  demand  that  nonprofit  third  class  mail  places  on  fixed  plant  and  capacity? 

The  bulk  of  the  cost  to  maintain  the  fixed  plant  and  capacity  in  question  should 
be  shifted  to  the  primary  users.  The  largest  portion  should  fall  on  the  classes  that 
place  the  strongest  demand  on  postal  overhead. 

If  the  so-called  "ECSI"  factor  of  Section  3622(b)  were  applied  to  nonprofit  third 
class  mail  as  well  as  the  foregoing  strict  economic  considerations,  in  my  judgment 
the  mark  up  percentage  would  be  in  the  low  single  digit  range  for  nonprofit  third 
class. 

Question  3.  Current  postal  rates  are  established  so  that  First-Class  Mail  rates  in- 
clude a  higher  percentage  contribution  to  Postal  Service  overhead  than,  for  example, 
bulk  Third-Class  mailers.  Are  First-Class  mailers  subsidizing  Third-Class  mailers? 

Answer.  The  short  answer  to  this  question  is  to  beware  of  any  formula  that  pro- 
duces "the  same  percentage  contribution"  as  the  correct  answer  to  the  question: 
How  should  postal  overhead  be  allocated  among  the  classes  of  mail  in  order  to  pre- 
clude subsidization? 

Here's  why. 

Costs  that  can  be  traced  empirically  to  processing  and  delivering  a  particular 
class  of  mail  are  defined  to  be  attributable  costs.  By  definition,  the  remaining  costs 
cannot  be  allocated  empirically  by  class  of  mail. 

The  1970  Postal  Reorganization  Act  calls  this  second  set  of  costs  "institutional" 
costs.  In  business,  accounting,  and  economics,  we  call  them  fixed  or  overhead  costs. 

Whatever  term  is  used,  the  costs  that  make  up  this  category  cannot  be 
disaggregated  empirically  by  class  of  mail.  Thus,  it  is  not  easy  to  measure  the  de- 
gree of  subsidy  in  the  allocation  of  fixed  costs  since  any  cost  that  can  be  traced  di- 
rectly to  a  class  of  mail  has  already  been  so  assigned. 
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The  degree  of  subsidy  in  any  allocation  of  overhead  costs  is  more  of  a  judgment 
call.  It  is  easiest  to  see  this  in  an  extreme  cases. 

For  example  if  the  Postal  Service  and  Postal  Rate  Commission  did  not  assign  any 
fixed  costs  to  first  class  mail,  the  other  classes  would  clearly  subsidize  the  overhead 
that  first  class  consumes. 

First,  there  cannot  be  any  question  that  much  of  the  Postal  Service's  fixed  plant 
and  capacity  exists  in  order  to  accommodate  the  bulk  of  the  total  mail  stream. 

In  addition,  first  class  mail  needs  priority  access  to  that  fixed  plant  and  capacity. 
To  designate  first  class  mail  as  "first  in,  first  out"  isn't  enough.  Postal  management 
has  had  to  add  to  fixed  capacity  in  order  to  make  good  on  its  service  commitment 
to  first  class  mail. 

The  record  is  replete  with  evidence  that  postal  management  invests  in  a  signifi- 
cant amount  of  fixed  plant  and  capacity  specifically  to  accommodate  first  class  mail. 
To  say  that  management  does  not  maintain  a  significant  portion  of  total  fixed  plant 
and  capacity  to  process  and  deliver  first  class  mail  files  in  the  face  of  economic  re- 
ality. 

Thus,  if  first  class  were  not  assigned  any  share  of  fixed  costs,  overhead  would  be 
divided  among  the  classes  of  mail  in  an  extremely  skewed  fashion  that  would 
produce  a  subsidy. 

On  the  other  hand,  if  the  debate  is  over  whether  the  mark  up  of  first  class  mail 
over  its  attributable  costs  should  be  60  percent  of  57.5  percent  or  61.8  percent,  there 
isn't  a  right  or  wrong  answer. 

Management  must  use  its  best  judgment  about  the  ballpark  mark  up  percentage 
for  each  class  of  mail,  for  example  between  50  and  70  percent  for  first  class  mail. 
The  boundaries  of  the  ballpark  should  be  governed  by  management's  best  estimate 
of  the  amount  of  fixed  plant  and  capacity  it  adds  and  maintains  in  order  to  process 
and  deliver  each  class  of  mail. 

Then,  management  has  to  adjust  and  fine  tune  the  ballpark  mark  up  for  each 
class  of  mail  until  it  comes  up  with  one  percentage  for  each  class  that  adds  up  to 
100  percent  of  total  institutional  costs.  This  fine  turning  does  not  create  a  subsidy. 
To  divide  overhead  costs  will  always  be  somewhat  subjective  by  definition. 

The  1970  Postal  Reorganization  Act  imposes  additional  considerations  on  the 
Postal  Service  and  the  Postal  Rate  Commission  in  deciding  how  to  allocate  fixed 
costs.  For  example,  the  law  directs  overhead  costs  to  be  shifted  away  from  mail  that 
contains  educational,  cultural,  scientific  and  informational  (ECSI)  value. 

Economic  reality  of  management's  capital  investment  decisions  coupled  with  stat- 
utory policy  directives  will  pretty  much  ensure  than  any  formula  to  allocate  fixed 
costs  among  the  classes  of  mail  that  produces  equal  percentage  contributions  is 
highly  suspect. 

Miss  Collins.  Thank  you  very  much. 

Next  Ms.  Patricia  Lewis  from  the  National  Society  of  Fund  Rais- 
ing Executives. 

Ms.  Lewis.  Thank  you,  Madam  Chairman. 

Miss  Collins.  I  wonder  if  you  all  notice  how  lenient  I  am  with 
your  three  minutes. 

Mr.  McLlN.  We  appreciate  it. 

Miss  Collins.  That  means  that  when  we  come  to  the  questions, 
I  want  you  to  be  very  brief  with  your  answers.  Thank  you. 

Ms.  Lewis. 

Ms.  Lewis.  Noted.  Thank  you. 

I'm  the  president  and  CEO  of  the  National  Society  of  Fund  Rais- 
ing Executives,  which  is  the  professional  association  for  individuals 
generating  philanthropic  support  for  a  wide  variety  of  not-for-prof- 
it, charitable  organizations. 

Founded  in  1960,  NSFRE  is  a  501(c)(6)  organization.  Its  fund- 
raising  arm,  the  NSFRE  Foundation,  is  a  501(c)(3)  organization. 
NSFRE  employs  a  strong  local  chapter  framework.  Our  127  chap- 
ters are  located  in  almost  all  states  and  metropolitan  areas  and  in 
Canada  and  Mexico,  with  our  headquarters  being  in  Alexandria, 
Virginia. 
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On  behalf  of  our  14,000-plus  members,  I  thank  you  for  the  oppor- 
tunity to  provide  the  committee  with  our  views  on  preferred,  better 
known  as  not-for-profit,  postal  rates. 

The  preferred  postal  rate  is  absolutely  critical  to  the  not-for-prof- 
it sector,  of  which  approximately  45  percent  are  charitable  501(c)(3) 
organizations.  And  of  that  45  percent,  over  80  percent  of  those  or- 
ganizations have  operating  budgets  less  than  $300,000.  So  any  cost 
adjustment  is  absolutely  critical  to  them. 

The  success  of  a  not-for-profit  depends  upon  its  efficient  manage- 
ment with  cost  controls,  as  well  as  its  effective  services.  Earlier 
this  year  NSFRE  determined  preferred  postal  rates  to  be  a  top  pri- 
ority in  this  Congress,  and  we  look  forward  to  actively  participating 
in  the  debate  on  this  issue. 

In  addition,  NSFRE  is  especially  anxious  to  respond  to  the  latest 
preferred  postal  rate  developments.  The  Postal  Service  has  recently 
issued  a  proposal  calling  for  the  elimination  of  preferred  postal 
rates  within  three  years  and  severe  eligibility  reforms  that  would 
deny  preferred  rates  to  major  types  of  not-for-profits,  including 
trade  associations,  advocacy  groups,  and  fraternal  societies.  At  the 
end  of  the  phase-in,  the  few  charitable  mailers  surviving  the  eligi- 
bility cuts  would  see  their  postal  rates  rise  between  42  and  109 
percent. 

The  not-for-profit  community  has  also  formulated  a  plan  that 
would  cut  revenue  forgone  significantly  and  increase  mail  rates. 
However,  unlike  the  Postal  Service  proposal,  the  not-for-profit  rec- 
ommendation would  spread  increased  rates  and  reduced  eligibility 
more  equitably.  In  a  compromising  posture,  NSFRE  can  support 
the  not-for-profit  community's  proposal,  which  will  soon  be  intro- 
duced. 

A  discussion  of  not-for-profits  and  postal  overhead  costs  simulta- 
neously introduces  two  issues:  one,  the  added  institutional  cost,  if 
any,  to  the  Postal  Service  of  nonprofit  mail,  which  is  a  contentious 
issue;  and,  two,  the  not-for-profit  mission  in  general  and  why  it  is 
desirable  as  a  matter  of  policy  that  not-for-profits  be  exempted 
from  such  costs. 

The  cost  of  preferred  rates  to  not-for-profits  is  embodied  in  the 
concept  of  revenue  forgone.  Revenue  forgone  was  created  in  1970, 
when  the  Postal  Service  chose  to  use  the  commercial  rate  as  the 
benchmark  to  determine  how  much  revenue  was  not  collected  by 
virtue  of  the  lower,  preferred  rates  for  the  not-for-profit  mailers. 

The  Postal  Service  chose  to  use  the  commercial  rate  as  the 
benchmark  since  it  results  in  greater  congressional  appropriations 
than  if  the  Postal  Service  were  to  use  the  actual,  lower  cost  of  han- 
dling nonprofit  mail. 

This  overcharging,  the  result  of  the  method  by  which  overhead 
is  allocated  to  nonprofit  mail,  is  an  important  source  of  the  current 
controversy  surrounding  the  revenue  forgone  debate,  and  it  does 
not  reflect  the  true  costs  of  preferential  postal  rates  for  not-for-prof- 
its. 

Some  propose  eliminating  the  preferred  rates  for  not-for-profits 
altogether  and  argue  that  the  not-for-profit  subsidy  is  a  drain  on 
other  postal  customers.  However,  nonprofit  mailings  account  for 
less  than  10  percent  of  the  total  postal  volume. 
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Annual  appropriations  for  revenue  forgone  in  1985  at  970  million 
have  decreased  dramatically  to  the  current  level  of  470  million,  half 
of  that  in  1985. 

Not-for-profits  contribute  a  very  small  amount,  if  any,  to  the  in- 
stitutional overhead  costs  of  the  Postal  Service.  And  although  reve- 
nue forgone  has  decreased  abruptly  in  recent  years,  what  remains 
is,  nevertheless,  essential  to  the  well-being  of  the  not-for-profit 
community  and  the  many  millions  of  Americans  that  they  serve. 

An  increase  in  nonprofit  postal  rates  has  a  far  greater  impact  on 
the  general  public  than  a  comparable  commercial  rate  increase. 
Not-for-profit  mailers  cannot  pass  on  a  rate  increase  to  donors,  as 
commercial  mailers  can  to  customers. 

To  pay  for  higher  mail  rates,  not-for-profits  either  cut  mail  vol- 
ume, resulting  in  fewer  funds  raised,  or  they  divert  money  from  the 
services  they  are  providing.  Either  way,  the  impact  is  great,  as  has 
already  been  pointed  out. 

If  we  as  a  society  believe  in  the  mission  of  the  not-for-profit  sec- 
tor, then  it  needs  to  be  supported.  If  we  as  a  society  want  the  serv- 
ices provided  by  private,  not-for-profit  organizations,  services  the 
government  cannot  and/or  should  not  provide,  then  those  organiza- 
tions need  support.  If  we  as  a  society  believe  volunteerism  and 
charitable  giving,  also  known  as  philanthropy,  is  a  positive  force, 
then  that  force  needs  supporting. 

What  would  we  do  without  our  children's  programs  and  our  relief 
missions,  our  senior  citizens  centers,  our  churches,  schools,  and 
hospitals,  our  research  and  environmental  training,  our  museums 
and  symphonies?  Who  will  provide  what  revenue  forgone  supports? 

And  given  what  the  not-for-profit  organizations  put  back  into 
their  communities,  services  as  well  as  employment,  I'm  not  sure 
that  the  term  "revenue  forgone"  is  even  an  appropriate  term. 

Thank  you. 

[The  prepared  statement  of  Ms.  Lewis  follows:] 

Prepared  Statement  of  Patricia  Lewis,  President  and  Chief  Executive 
Officer,  National  Society  of  Fund  Raising  Executives 

Mr.  Chairman,  my  name  is  Patricia  F.  Lewis,  and  I  am  the  President  and  Chief 
Executive  Officer  of  the  National  Society  of  Fund  Raising  Executives  (NSFRE). 
NSFRE  is  the  professional  association  for  individuals  generating  philanthropic  sup- 
port for  a  wide  variety  of  not-for-profit,  charitable  organizations.  Founded  in  1960, 
NSFRE  is  a  501(cX6)  organization.  Its  fund-raising  arm  the  NSFRE  Foundation,  is 
a  501(cX3)  organization.  NSFRE  employs  a  strong  local  chapter  framework,  and  our 
116  chapters  are  located  in  almost  all  states  and  metropolitan  areas.  The  National 
Service  Office  (Headquarters)  is  located  in  Alexandria,  Virginia. 

On  behalf  of  NSFRE's  14,000  members,  I  thank  you  for  this  opportunity  to  pro- 
vide the  Committee  with  our  views  on  preferred,  better  known  as  nonprofit,  postal 
rates.  Earlier  this  year,  NSFRE's  members  determined  preferred  postal  rates  to  be 
a  top  priority  this  Congress,  and  we  look  forward  to  actively  participating  in  the  de- 
bated on  this  issue.  In  addition,  NSFRE  is  especially  anxious  to  respond  to  the  lat- 
est preferred  postal  rate  developments. 

In  March  1993,  the  U.S.  Postal  Service  issued  a  proposal  calling  for  the  elimi- 
nation of  preferred  postal  rates  within  three  years  and  severe  eligibility  reforms 
that  would  deny  preferred  to  major  types  of  not-for-profits  including  trade  associa- 
tions, advocacy  groups,  and  fraternal  societies.  At  the  end  of  the  phase-in,  the  few 
charitable  mailers  surviving  the  eligibility  cuts  would  see  that  their  postal  rates  rise 
between  42  and  109  percent. 

The  not-for-profit  community  has  also  formulated  a  plan  that  would  cut  revenue 
foregone  significantly  and  increase  mail  rates.  However,  unlike  the  Postal  Service's 
dangerous  proposal,  the  not-for-profit  recommendation  would  spread  the  pain  of  in- 
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creased  rates  and  reduced  eligibility  more  equitably.  NSFRE  supports  the  not-for- 
profit  proposal,  which  will  soon  be  introduced  as  legislation. 

BACKGROUND 

The  preferred  postal  rate  is  absolutely  critical  to  the  not-for-profit  industry.  Con- 
gress has  historically  found  that  this  Nation's  charitable  organizations  deserve  ex- 
emptions from  certain  legal  obligations  that  apply  to  for-profit  entities.  One  such  ex- 
emption was  codified  in  1952,  when  the  importance  of  the  not-for-profit  mission  was 
formally  recognized  by  Congress  in  a  policy  which  led  to  a  preferred  third  class  mail 
rate  for  qualified  not-for-profit  organizations. 

After  reorganizing  the  post  office  in  1970,  Congress  instructed  the  newly-created 
Postal  Service  to  set  a  schedule  of  postal  rates  so  that  that  each  class  of  mail  would 
pay  its  own  way.  At  the  same  time,  Congress  insulated  not-for-profit  mailers  from 
the  inevitable  and  substantial  increases  that  commercial  mailers  would  face  when 
Congress  ceased  to  cover  postal  operating  deficits. 

Specifically,  the  1970  law  provides  for  nonprofit  mail  rates  to  increase  gradually 
each  year  until  July  1987,  when  the  nonprofit  rate  would  reflect  the  Postal  Service's 
attributable,  or  direct,  out-of-pocket  costs  of  handling  not-for-profit  mail.  The  Act  in- 
tended a  permanent  discount  after  that  equal  to  the  not-for-profit's  share  of  the 
U.S.P.S.'s  institutional,  or  overhead  costs.  As  will  become  clear,  any  rationale  for 
maintaining  a  reduced,  nonprofit  postal  rate  must  be  considered  in  the  larger  con- 
text of  U.S.P.S.  funding  and  costs;  especially  the  distinction  between  attributable 
and  institutional  costs.  Although  the  1970  law  allows  Congress  to  appropriate  funds 
which  compensate  the  U.S.P.S.  for  charging  a  preferred  rate  to  nonprofit  bulk  mail, 
the  Act  also  permits  the  Postal  Service  to  raise  nonprofit  mail  rates  if  Congress  does 
not  appropriate  as  much  as  the  U.S.P.S.  requests.  The  Postal  Service's  actual  costs 
related  to  preferred  rates  have  subsequently  become  a  major  point  of  contention 
among  all  parties  involved. 

The  Postal  Service  has  been  using  a  method  of  computation  which  overstates  the 
actual  cost  of  handling  nonprofit  mail.  The  Office  of  Management  and  Budget  puts 
the  amount  of  overcharge  at  nearly  $300  million,  while  the  U.S.P.S.  maintains  that 
it  is  $269  million.  The  overcharge  that  the  U.S.P.S.  has  obtained  from  Congress 
since  1970  is  primarily  the  result  of  its  method  of  allocating  institutional,  overhead 
costs.  Thus  the  amount  of  the  not-for-profit  postal  subsidy  directly  relates  to  how 
much,  if  any,  the  not-for-profit  community  should  contribute  to  the  U.S.P.S.'s  over- 
head costs.  The  Postal  Service's  lost  revenues  due  to  not-for-profit  mail  have  never 
been  paid  by  any  other  class  of  mail. 

Assertions  that  other  mailers  effectively  subsidize  not-for-profit  mailers  through 
higher  rates  on  commercial  mail — the  cross-subsidy  argument — are  patently  false. 
In  fact,  Title  39  U.S.  Code,  section  3622(bX3)  prohibits  cross-subsidization  of  attrib- 
utable costs  among  classes  of  mail.  Each  class  of  mail  or  service  must  bear  all  costs 
caused  by  the  handling  of  that  mail.  Not-for-profit  third  class  mail  already  pays 
more  than  its  share  to  run  the  Postal  Service.  The  real  issue  involves  the  degree 
to  which  not-for-profits  should  be  responsible  for  the  institutional,  overhead  costs  of 
the  U.S.P.S. 

A  discussion  of  not-for-profits  and  U.S.P.S.  overhead  costs  simultaneously  intro- 
duced two  issues:  (1)  the  added  institutional  cost,  if  any,  to  U.S.P.S.  of  nonprofit 
mail;  and  (2)  the  not-for-profit  mission  in  general,  and  why  it  is  desirable  as  a  mat- 
ter of  policy  that  not-for-profits  be  exempted  from  such  costs.  The  cost  of  preferred 
rates  for  not-for-profits  is  embodied  in  the  concept  of  revenue  foregone.  Revenue 
foregone  was  effectively  created  in  1970,  when  the  Postal  Service  chose  to  use  the 
commercial  rate  as  the  benchmark  to  determine  how  much  revenue  was  not  col- 
lected by  virtue  of  the  lower,  preferred  rates  for  not-for-profit  bulk  mailers. 

The  U.S.P.S.  chose  to  use  the  commercial  rate  as  the  benchmark  since  it  results 
in  greater  Congressional  appropriations  than  if  the  Postal  Service  were  to  use  the 
actual,  lower  cost  of  handling  nonprofit  mail.  This  overcharging  is  an  important 
source  of  the  current  controversy  surrounding  the  revenue  foregone  debate,  and  it 
does  not  reflect  the  costs  of  preferential  postal  rates  for  not-for-profits. 

Some  propose  eliminating  the  preferred  rates  for  not-for-profits  altogether  and 
argue  that  the  not-for-profit  subsidy  is  a  drain  on  other  postal  customers.  However: 

Nonprofit  mailing  account  for  less  than  10%  of  the  total  postal  volume,  and  90% 
of  revenue  foregone. 

Annual  appropriations  for  revenue  foregone  hit  the  high  water  mark  in  fiscal  1985 
at  $970  million,  and  have  since  decreased  dramatically  to  the  current  level  of  $470 
million. 

In  turn,  20-25%  of  all  nonprofit  revenue  foregone  supports  not-for-profit  publica- 
tions. 
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These  facts  demonstrate  that:  (1)  not-for- profits  contribute  a  very  small  amount, 
if  any,  to  the  institutional,  overhead  costs  of  the  U.S.P.S.;  and,  (2)  although  revenue 
foregone  has  decreased  abruptly  in  recent  years  and  will  continue  to  do  so,  it  is  nev- 
ertheless essential  to  the  well-being  of  the  not-for-profit  community  and  the  many 
millions  of  Americans  they  serve. 

The  Postal  Service,  as  a  public  service  agency  of  the  government,  is  forced  to  incur 
substantial  costs  that  a  competitive  enterprise  would  avoid  or  restrict.  These  cost 
include:  maintenance  of  thousands  of  small,  full-time  post  offices;  six-day-a-week  de- 
livery; and  delivery  to  sparsely-settled  routes  and  areas  of  the  country. 

These  services  are  not  necessarily  undesirable,  but  they  confer  responsibility  on 
the  U.S.P.S.  to  meet  public  service  needs  that  may  otherwise  go  unaddressed.  The 
not-for-profit  community  also  relieves  the  government  and  taxpayers  of  a  large  fi- 
nancial burden  by  performing  many  functions  which,  in  the  absence  of  not-for-prof- 
its,  would  go  unfulfilled  or  have  to  be  undertaken  by  the  government.  Thus  the 
value  of  the  not-for-profit  mission  and  its  benefits  to  all  Americans  justifies  pref- 
erential postal  rates  for  charitable  not-for-profits. 

An  increase  in  nonprofit  postal  rates  has  a  far  greater  impact  on  the  general  pub- 
lic than  a  comparable  commercial  rate  increase.  Not-for-profit  cannot  pass  on  a  rate 
increase  to  donors  as  commercial  mailers  can.  To  pay  for  higher  mail  rates,  not-for- 
profits  either  cut  mail  volume  and  raise  fewer  funds,  or  they  divert  money  from  the 
services  they  are  providing.  Either  way,  the  impact  is  great.  In  terms  of  safety  net 
services,  for  example,  an  increase  in  the  mail  rate  can  cost  lives.  As  a  result,  the 
allocation  of  overhead  costs  for  not-for-profits  should  be  lower  than  the  allocation 
to  commercial  mailers. 

Despite  the  costs  of  revenue  foregone  and  the  worthiness  of  the  not-for-profit  mis- 
sion, the  Postal  service  is  faced  with  cost  overruns  and  Congress  unable  to  provide 
financial  relief.  The  not-for-profit  sector  bears  a  substantial  responsibility  to  actively 
seek  an  equitable  solution  that  can  be  supported  by  the  Postal  Service,  Congress, 
and  others  in  the  mailing  industry. 

THE  NOT-FOR-PROFIT  PROPOSAL 

The  not-for-profit  community  is  preparing  a  proposal  which  will  provide  for  a 
more  rational  allocation  of  U.S.P.S.  costs  for  not-for-profit  mail.  NSFRE  hopes  this 
proposal  will  be  viewed  as  a  fair  solution  based  on  compromise  principles  discussed 
in  recent  months.  According  to  this  NSFRE-supported  proposal,  preferred  rate  mail 
would  be  preserved,  but  eligibility  would  be  restricted,  and  all  not-for-profit  rates 
would  increase.  The  basic  components  of  this  recommendation  will  include: 

Effective  October  1,  1993,  authorization  for  appropriations  for  not-for-profit  sec- 
ond-class and  third-class  mail  and  in-county  newspapers  would  be  repealed. 

On  the  same  date,  rates  for  not-for-profit  second-class  and  third-class  mail  and 
in-county  publications  would  pay  a  markup  over  costs  equal  to  the  same  percentage 
markup  that  the  Postal  Service  charges  its  "most  favored"  commercial  customers. 

The  existing  surcharge  on  non-letter  mail  which  gives  the  Postal  Service  an  extra 
$180  million  a  year  in  contributions  to  institutional  costs  would  be  preserved 
through  the  end  of  September  1994. 

Over  a  period  of  six  years,  not-for-profit  mailers  would  pay  half  of  the  remaining 
shortfall  in  the  Postal  Service's  1994  estimate  of  revenue  foregone  needed  for  not- 
for-profit  mailers.  This  would  give  the  Postal  Service  approximately  $180  million 
over  six  years. 

Eligibility  for  the  not-for-profit  rate  would  be  severely  curtailed  primarily  by  end- 
ing eligibility  for  mail  that  offers  products  not  directly  related  to  the  mission  of  the 
not-for-profit  organization. 

This  proposal,  which  we  expect  to  be  introduced  as  legislation,  promotes  a  fair 
balance  between  all  the  interests  involved  in  this  debate.  Charities  and  other  not- 
for-profit  organizations  will  pay  a  higher  rate,  though  they  will  be  able  to  maintain 
the  core  of  their  important  communication,  education  and  fund-raising  activities. 

NSFRE  feels  this  proposal  satisfies  our  primary  objective  of  simplifying  and 
standardizing  the  ratemaking  process.  Currently,  not-for-profit  managers  cannot 
reasonably  budget  for  their  mail  costs,  and  postage  is  a  major  cost  factor  to  most 
NSFRE  members.  The  ideal  postal  ratemaking  regime  would  achieve  stability,  ra- 
tionality, and  hopefully  avoid  the  annual  uncertainties  and  surprises  of  the  appro- 
priations process. 

NSFRE  hopes  that  the  House  Post  Office  and  Civil  Service  Committee,  under  your 
distinguished  leadership  Mr.  Chairman,  will  consider  the  not-for-profit  proposal  in 
your  efforts  to  resolve  the  revenue  foregone  issue.  NSFRE  sincerely  appreciates  the 
opportunity  to  offer  the  thoughts  of  our  14,000  members  on  this  matter  and  looks 
forward  to  working  with  you  to  resolve  the  issue. 
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Miss  Collins.  Thank  you,  Ms.  Lewis. 

I  would  like  either  of  you  to  answer  this  question.  How  much  of 
the  Fiscal  Year  1994  loss  in  revenue  forgone  appropriations  will  be 
borne  by  nonprofit  mailers  in  your  proposal  and  how  much  by  com- 
mercial mailers?  Would  you  identify  yourself? 

Mr.  Levy.  Madam  Chair,  David  Levy  for  the  alliance.  I'd  be 
happy  to  take  a  stab  at  that. 

Miss  Collins.  What  is  your  last  name? 

Mr.  Levy.  Levy,  L-E-V-Y.  Thank  you. 

Our  rough  estimate  is  that  under  our  proposal  of  the  $440  mil- 
lion odd  revenue  forgone  appropriation  shortfall  that  we  expect  to 
see  if  the  Congress  does  not  fund  nonprofits,  approximately  81  mil- 
lion plus,  approximately  81  million,  would  be  borne  by  nonprofits 
annually  under  the  permanent  features  of  the  proposal. 

Second  of  all,  the  flat  surcharge  would  remain  in  effect  for  the 
first  year,  which  would  contribute  another  180  million. 

And,  third  of  all,  under  the  phasing  that  we  contemplate,  there 
would  be  another  180  million  contributed  over  6  years. 

I  would  like  to  focus,  though,  just  on  the  permanent  feature  of 
the  proposal  so  you  can  get  the  most  severe  impact  and  see  its 
magnitude.  If  assuming  the  numbers  were  to  remain  constant  and 
we  were  to  pay  approximately  81  and  a  half  million  of  the  Postal 
Service's  overhead  cost,  then  the  difference  of  approximately  350 
million  would  amount  to  .7  of  one  percent  of  the  Postal  Service's 
budget. 

If  that  350  million  were  saddled  entirely  on  first  class  mail,  that 
would  amount  to  about  1.2  percent  of  the  first  class  postage.  If  that 
same  $350  million  were  laid  entirely  on  third  class  regular  rate 
mail,  that  would  amount  to  only  4.3  percent  of  the  third  class  regu- 
lar rate  revenues. 

To  use  the  commercial  mailer  or  the  Postal  Service's  parlance, 
we're  not  talking  about  a  massive  stamp  tax. 

Miss  Collins.  How  much  would  be  borne  by  the  commercial 
mailers? 

Mr.  Levy.  It  depends  on  how  the  Postal  Service  responds.  The 
highest  case,  if  the  Postal  Service  decided  to  sock  the  entire  350 
million  to  commercial  mailers,  350  million  on  third  class,  would  be 
approximately  4.3  percent.  If  the  Postal  Service  decided  to  lay 
the 

Miss  Collins.  I'm  talking  about  under  your  proposal. 

Mr.  Levy.  That's  what  I'm  talking  about. 

Miss  Collins.  Okay. 

Mr.  Levy.  Our  proposal  does  not  specify  how  the  Postal  Service 
allocates  it  among  its  other  classes  of  mail. 

Miss  Collins.  Okay. 

Mr.  Levy.  We  assume  that  the  Postal  Service  in  its  expertise  can 
do  so  in  a  manner  which  minimizes  any  hardship. 

Miss  Collins.  Okay.  Thank  you. 

Ms.  Emigh.  Madam  Chairman? 

Miss  Collins.  Yes. 

Ms.  Emigh.  If  I  might,  these  institutional  costs  that  we're  talking 
about  are  like  the  overhead  costs  of  any  company.  And  they  can't 
be  empirically  traced  to  handling  any  particular  type  of  mail. 
They're  overhead. 
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So  what  the  Postal  Service  does  is  every  three  or  four  years  when 
they  go  for  a  rate  increase,  they  will  count  the  institutional  costs, 
and  they  will  allocate  those  by  an  arbitrary  formula  among  first, 
second,  third,  and  fourth  class  mail. 

The  institutional  costs  that  have  been  assigned  to  nonprofits 
through  revenue  forgone,  which  are  grossly  inflated  because  non- 
profits simply  do  not  consume  postal  overhead  at  a  rate  that's 
equal  to  a  rate  that  commercial  mailers  consume  postal  overhead, 
will  get  thrown  into  this  institutional  cost  pool. 

And  in  the  next  rate  case,  whenever  that  is,  1995,  1996,  1997, 
they're  going  to  get  redistributed  according  to  the  percentage  mark- 
up that  the  Postal  Service  determines  is  fair  and  reasonable,  the 
standards  of  the  1970  Postal  Reorganization  Act,  to  first,  second, 
third,  and  fourth  class. 

Some  of  that,  institutional  costs,  have  been  unfairly  assigned  to 
nonprofits,  get  rolled  into  the  rate  base  and  redistributed  in  the 
next  rate  case,  are  going  to  come  back  and  be  assigned  to  nonprofit 
third  class  because,  even  under  our  proposal,  where  we  propose  a 
fair  markup  for  nonprofit  rates,  we're  not  saying  we  shouldn't  have 
any  markup.  We're  not  saying  that  our  markup  should  be  zero  per- 
cent. No.  We're  saying  it  should  be  a  fair  markup.  The  law 

Miss  Collins.  Before  you  go  into  that,  back  to  Mr.  Levy,  with 
the  Postal  Service  proposal,  how  much  of  the  revenue  forgone  loss 
would  be  borne  by  the  nonprofits? 

Mr.  Levy.  We  haven't  run  the  precise  numbers  because  we 
haven't  seen  the  details  of  the  proposal,  only  the  releases  that 
they've  issued.  But  essentially  all  of  the  shortfall  would  be  borne 
by  nonprofit  mailers. 

All  would  be  borne  after  three  years.  In  the  initial  three-year 
transition  period,  an  increasing  amount  would  be  borne,  depending 
on  which  year  you  were  at.  But  even  in  year  one,  a  substantial  por- 
tion would  be  borne  by  nonprofit  mailers. 

Miss  Collins.  You  can't  give  me  a  dollar  amount,  though? 

Mr.  Levy.  It  would  be 

Miss  Collins.  Well,  can  you,  Ms.  Emigh? 

Ms.  Emigh.  What  the  Postal  Service  is  saying  is  that  the  amount 
of  institutional  costs  that  they  have  assigned  to  nonprofits  should 
stay  the  same.  And  the  way  that  we're  going  to  pay  for  it  is  Con- 
gress is  going  to  revoke  the  permits  of  about  40  percent  of  non- 
profit mailers.  Their  rates  are  going  to  go  up  to  the  commercial 
rate.  That's  how  they're  going  to  pay  for  it. 

Miss  Collins.  Let  me  ask  you  this,  all  of  you.  That  way  I'll  know 
one  of  you  will  at  least.  Give  it  to  me  for  the  record.  Give  it  to  me 
later  in  writing. 

Mr.  Levy.  We  would  be  happy  to. 

Ms.  Emigh.  Yes. 

Miss  Collins.  Will  you  do  that? 

Mr.  Levy.  And,  roughly,  it  will  be  about  500  million  a  year  that 
would  be  shifted  to  preferred  rates. 

Miss  Collins.  Okay. 

Mr.  Levy.  There  would  be  almost  no  pain  borne  by  the  Postal 
Service. 
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Miss  Collins.  Is  that  opposed  to  the  180  million  that  you  men- 
tioned under  your  proposal,  81  million  you  mentioned  under  your 
proposal? 

Mr.  Levy.  As  opposed  to  the  80  million  permanent  plus  80  mil- 
lion temporary 

Miss  Collins.  Right. 

Mr.  Levy  [continuing].  That  we  would  absorb,  nonprofits  would 
absorb,  under  our  proposal. 

Miss  Collins.  I  hope  I  have  your  notes  right.  I  have  that  you 
would  have  an  $81  million  a  year  increased  plus  180  million  start- 
up plus  180  million  over  6  years.  Do  I  have  that  right? 

Mr.  Levy.  That's  correct. 

Miss  Collins.  Okay. 

Mr.  Levy.  The  first  of  the  three  items  is  permanent. 

Miss  Collins.  Okay.  Ms.  Emigh,  how  would  your  proposal  limit 
the  eligibility  for  preferred  nonprofit  mailers? 

Ms.  Emigh.  Okay.  Instead  of  revoking  the  permits  of  an  organi- 
zation and  saying  nothing  that  you  mail  is  eligible,  we  would  say 
a  certain  type  of  mailing  that  any  organization  might  mail  would 
no  longer  be  eligible  for  the  preferred  rate. 

And  the  test  of  which  mailings  would  no  longer  be  eligible  for  the 
preferred  rate  would  be  mailings  that  are  not  substantially  related 
to  the  tax-exempt  purpose  of  the  organization. 

Miss  Collins.  Thank  you. 

Ms.  Lewis,  do  your  members  advertise  the  sale  of  products  which 
can  be  purchased  in  the  public  marketplace? 

Ms.  Lewis.  Some  of  them  do,  but  those  are  treated  differently 
than  the  tax-exempt  services  that  they  provided.  This  is  often 
called  unrelated  business  and  unrelated  business  income  is  appro- 
priate. 

Miss  Collins.  Okay. 

Ms.  Lewis.  And  that  would  be  exempted  under  our  proposal. 

Miss  Collins.  Okay.  Thank  you  very  much. 

Mr.  Sawyer? 

Mr.  Sawyer.  Thank  you,  Madam  Chairman.  Let  me  follow  up  on 
your  question  to  Ms.  Emigh.  Emigh? 

Ms.  Emigh.  Emigh. 

Mr.  Sawyer.  Emigh.  I  have  a  good  friend  who  pronounces  that 
same  spelling  Amy. 

Ms.  Emigh.  Every  other  branch  of  our  extended  family  pro- 
nounces it  Amy.  It's  my  great  grandfather  who  changed  the  pro- 
nunciation to  Emigh. 

Mr.  Sawyer.  Well,  he  had  the  courage  to  stand  out.  And  I  must 
say  that  by  the  proposal  that  I  want  to  ask  you  about,  you  do  as 
well  in  coming  at  eligibility  from  the  point  of  view  of  the  related- 
ness  of  the  specific  material  being  mailed  to  the  purpose  of  the  or- 
ganization. 

Could  you  expand  on  that  for  me?  That  really  gets  at  the  ques- 
tion of  eligibility  from  a  very  different  perspective  than  others  have 
proposed. 

Ms.  Emigh.  The  way  Congress  originally  envisioned  the  law  was 
that  if  an  organization  has  a  permit,  everything  the  organization 
mails  would  be  eligible,  everything. 
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What  our  proposal  is  saying  is  that  certain  types,  certain  pieces 
of  mail  based  on  their  content,  would  no  longer  be  eligible. 

Mr.  Sawyer.  How  would  you  propose  to  adjudicate  that  kind  of 
subjective  decision?  Would  you  have  standards  that  would  guide 
designated  decision-makers?  How  would  you  go  about  policing  such 
a  plan? 

Ms.  Emigh.  Well,  right  now  if  an  organization  engages  in  an  ac- 
tivity that  generates  revenue  that  isn't  related  to  its  tax-exempt 
mission,  it's  subject  to  the  unrelated  business  income  tax.  It's  re- 
quired to  file  a  special  unrelated  business  income  tax  form. 

It  files  its  regular  Form  990,  like  a  1040  for  us.  And  then,  in  ad- 
dition, it  has  to  file  a  special  form  to  report  its  unrelated  business 
income  and  pay  a  tax  on  that.  So  the  mailings  that  would  generate 
unrelated  business  income  tax  can  be  empirically  identified. 

Ms.  Lewis.  If  I  might  give  you  an  example,  our  professional  jour- 
nal that  we  mail  to  our  members  currently  qualifies  for  unrelated 
business  income  tax  because  it  includes  advertising  and  we  are  not 
in  the  business  of  publication  and  advertising.  Therefore,  it  falls 
into  that  category. 

We  currently  do  receive  nonprofit  mailing  rates.  Under  this  pro- 
posal, we  would  not. 

Mr.  Sawyer.  That  is  largely  a — I  use  the  term  loosely — voluntary 
system  of  adjudication,  however.  It  would  only  be  if  your  filing 
were  questioned  that  then  subsequently  the  mailing  rates  would  be 
questioned.  Am  I  correct  about  that? 

Ms.  Lewis.  Well,  there  are  pretty  stiff  standards  established  by 
the  IRS  on  what  is  and  is  not. 

Mr.  Sawyer.  Oh,  I  understand  that. 

Ms.  Lewis.  Yes. 

Mr.  Levy.  If  I  may  take  a  stab  at  that,  sir,  it  is  not  a  voluntary 
proposal.  The  mailer  when  tendering  the  mail  would  have  to  certify 
that  it  complied  with  the  standards,  which  are  essentially  the  same 
as  the  unrelated  business  income  tax  standards. 

If  the  Postal  Service  subsequently  determined  on  its  own  that 
the  mail  did  not  qualify,  then  they  would  be  able  to  get  additional 
money. 

Second  of  all,  if  the  IRS  subsequently  determined  that  the  activ- 
ity was  subject  to  an  unrelated  business  income  tax,  then  the  Post- 
al Service  could  piggyback  off  that  and  again  get  liability. 

And,  third  of  all,  if  it  were  determined  that  a  mailer  were  delib- 
erately and  systematically  abusing  the  nonprofit  rates  in  that  way, 
then  they  could  lose  their  permit. 

We  definitely  are  not  proposing  a  voluntary  system  of  compli- 
ance, nor  are  we  proposing  one  that  requires  the  Postal  Service  em- 
ployee at  that  dock  to  be  a  lawyer  and  understand  it  when  he's  ac- 
cepting it. 

Mr.  Sawyer.  Yes? 

Ms.  Emigh.  Right  now  every  time  a  mailer,  for-profit  or  non- 
profit, delivers  mail  to  the  Postal  Service,  bulk  third  class  mail  or 
second  class  mail  or  fourth  class  mail,  the  mailer  has  to  fill  out  a 
mail  form.  And  each  form  has  a  number. 

Right  there  you  have  to  put  the  number  of  pieces,  the  weight,  the 
postage  that  you're  paying,  the  presort  categories.  And  right  there 
you  would  have  a  statement.  Then  the  mailer  right  now  signs.  To 
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the  best  of  my  knowledge,  everything  that  they  put  on  this  form, 
volume,  number  of  pieces,  rate,  is  accurate. 

And,  in  addition,  for  the  nonprofits,  there  would  be  a  statement 
that,  you  know,  "I  hereby  certify  that  these  mailings  are  not  gener- 
ating income  that's  unrelated  to  our  tax-exempt  purpose."  So  it 
would  be 

Miss  Collins.  I'm  sorry.  I'm  going  to  have  to  ask  us  to  move  on 
a  little  bit  more.  Could  you  possibly  get  that  in  writing,  Mr.  Saw- 
yer, for  the  simple  reason  we  still  have  about  eight  more  witnesses 
to  testify? 

Mr.  Sawyer.  That  would  be  fine,  Madam  Chair. 

Miss  Collins.  All  right.  Would  you  be  willing  to  provide  that  in 
writing? 

Ms.  Emigh.  Of  course. 

Miss  Collins.  Thank  you. 

The  Honorable  Eleanor  Holmes  Norton? 

Ms.  Norton.  Madam  Chairman,  for  some  of  the  proposals  in 
your  reform,  you  offer  estimates  of  saving.  Do  you  have  any  idea 
what  savings  would  be  if  non-related  products,  mailing — were  no 
longer  allowed? 

Ms.  Emigh.  David,  what  were  we  estimating  it  at — $112  million? 

Mr.  Levy.  Approximately.  I  think  that  one,  we  would  appreciate 
the  chance  to  get  back  to  you  with  specific  numbers  because  I  be- 
lieve it  has  changed  over  last  year.  We  would  be  happy  to  give  you 
a  calculation. 

Ms.  Norton.  I  would  appreciate  those  numbers  being  provided. 

Ms.  Emigh,  I'd  like  to  ask  you  about  this  difference  between  per- 
mits and  permit  holders.  If  there's  been  such  a  large  growth  in  per- 
mits, doesn't  that  indicate  a  large  growth  in  mailing,  regardless  of 
the  number  of  holders?  Isn't  the  more  accurate  way  to  gauge  the 
growth  the  number  of  permits,  rather  than  permit  holders? 

Ms.  Emigh.  Well,  I  can  see  that  just  looking  at  it  superficially, 
logically  you  would  think  there  would  be  a  connection  between  the 
number  of  permits  and  number  of  volume. 

But  when  you  look  at  the  actual  volume  number,  the  last  two 
years,  1991  and  1992,  the  number  of  pieces  of  nonprofit  mail  have 
actually  declined,  negative  growth. 

And  there  are  many  reasons  why  an  organization  may — even 
though  they're  mailing  fewer  pieces,  they  may  need  additional  per- 
mits. For  example,  they  might  find  a  lower-cost  printer  someplace 
else  so  they  need  a  permit  to  enter  their  mail  at  a  new  location 
where  their  lower-cost  printer  is  or  they  might  change  letter  shops. 

You  know,  there  are  a  number  of  reasons  why  an  organization 
might  need  a  new  permit  to  drop  their  mail  someplace  else,  even 
though  they  have  had  to  cut  back  on  the  total  number  of  pieces 
that  they're  mailing. 

Ms.  Norton.  This  is  administrative  growth,  not  real  growth 
growth? 

Ms.  Emigh.  Right.  If  you  look  at  actual  volume  over  the  past  10 
years,  the  rate  of  increase  has  declined.  And  in  the  past  two  fiscal 
years,  there  has  been  negative  growth.  And  in  the  first  quarter  of 
1993,  the  Postal  Service  has  reported  another  negative  growth  in 
the  volume  of  nonprofit  mail. 
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Ms.  Norton.  For  any  of  you,  how  would  you  characterize  the 
chief  barriers  to  your  proposals  for  reform?  What  are  the  chief  bar- 
riers, in  your  estimation,  to  your  proposals  for  reform? 

Mr.  Levy.  Perhaps  the  biggest  obstacle  is  this.  We  recognize  that 
legislation  of  this  kind  to  have  the  best  chance  of  passage  should 
be  supported  by  a  consensus  of  most  interested  parties.  All  may  be 
infeasible,  but  certainly  most.  The  problem  is  we  haven't  been  able 
to  get  anybody  to  the  negotiating  table  since  this  last  fall. 

If  the  committee  were  to  encourage  that — and  they  have  been 
doing  so — to  put  a  little  bit  more  pressure  on  the  parties  to  get  to- 
gether and  negotiate,  we  think  that  the  chance  of  getting  some  sort 
of  consensus  legislation  would  be  greatly  enhanced. 

Ms.  NORTON.  Thank  you  very  much.  Thank  you,  Madam  Chair- 
man. 

Miss  Collins.  Thank  you.  I  thank  you  very  much. 

Next  panel,  Number  3,  Jonah  Gitlitz,  Ian  Volner,  David  Todd, 
Timothy  May,  and  Stephen  Bair.  I  will  ask  you  gentlemen  to  please 
summarize  your  statements  and  try  and  hold  them  to  the  three 
minutes.  We,  in  turn,  will  try  to  summarize  our  questions.  Other- 
wise, colleagues  will  have  to  come  back  after  the  journal  vote  and 
continue  this  hearing. 

Mr.  Gitlitz? 

STATEMENT  OF  JONAH  GITLITZ,  PRESIDENT  AND  CHDZF  EX- 
ECUTIVE OFFICER,  DIRECT  MARKETING  ASSOCIATION,  INC.; 
ACCOMPAMED  BY  IAN  VOLNER,  ESQUIRE,  GENERAL  COUN- 
SEL, ADVERTISING  MAIL  MARKETING  ASSOCIATION;  DAVTO 
C.  TODD,  ESQUIRE,  COUNSEL,  MAIL  ORDER  ASSOCIATION  OF 
AMERICA;  TIMOTHY  J.  MAY,  ESQUHtE,  GENERAL  COUNSEL, 
PARCEL  SHIPPERS  ASSOCIATION;  AND  STEPHEN  L.  BAIR, 
CHAHIMAN  OF  POSTAL  COMMITTEE,  ASSOCIATION  OF 
AMERICAN  PUBLISHERS 

Mr.  Gitlitz.  Thank  you,  Madam  Chairman  and  distinguished 
members  of  the  committee.  My  name  is  Jonah  Gitlitz.  I  am  Presi- 
dent of  the  Direct  Marketing  Association.  And,  indeed,  we  deeply 
appreciate  the  opportunity  to  testify  at  these  important  oversight 
hearings. 

The  DMA  was  founded  in  1917  and  is  today  the  oldest  and  larg- 
est association  representing  direct  marketing.  Our  membership 
consists  of  more  than  3,000  domestic  corporations,  U.S.  corpora- 
tions, ranging  from  consumer  and  business  to  business  catalogs, 
book  and  record  clubs,  mail  order  companies,  magazine  and  news- 
paper publishers,  and  also  residential  mailers,  companies  that 
serve  the  direct  marketing  business,  such  as  printers,  advertising 
agencies,  list  brokers  and  compilers,  letter  shops  and  mailing  serv- 
ices, and  computer  service  bureaus. 

The  one  thing  that  virtually  all  of  our  members  have  in  common 
is  the  overwhelming  significance  of  the  Postal  Service  to  their  busi- 
ness and  their  business  lives.  Cumulatively,  our  members  account 
for  a  major  share  of  third  class  mail  volume,  and  many  are  among 
the  Postal  Service's  largest  customers. 

Last  year  at  these  same  hearings,  the  Chairman  of  DMA's  Gov- 
ernment Affairs  Committee,  Mike  McSweeney,  testified  that  the 
Postal  Service  was  in  danger  of  virtual  extinction  as  we  know  it  be- 
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cause  of  serious  cost  overruns  and  the  resulting  postal  rate  in- 
creases. 

Mike  pointed  out,  "The  fact  that  the  Postal  Service  is  facing  a 
life-threatening  crisis  becomes  more  and  more  obvious  every  day. 
Mailers  are  leaving  the  Postal  Service  in  droves.  Many  are  simply 
going  out  of  business.  Others  are  successfully  going  into  alternative 
forms  of  delivery.  And  even  more  are  shifting  their  advertising 
messages  to  other  media,  such  as  telemarketing,  newspaper  and 
magazine  advertising,  radio  and  television,  and,  increasingly,  the 
newer  forms  of  interactive  media." 

Now,  those  are  very  strong  words,  but  they  accurately  reflected 
the  crisis  at  the  time.  However,  a  lot  has  happened  in  the  last  year. 
And  for  the  first  time  in  many  years,  there  appears  to  be  hope  that 
the  Postal  Service's  crippling  fiscal  problems  are  now  being  brought 
under  control. 

We  at  DMA  are  very  supportive  of  the  massive  reorganization 
now  being  undertaken  by  Postmaster  General  Marvin  Runyon.  It 
was  longer  overdue.  We  commend  his  leadership.  We  do  regret  that 
it  involved  personal  pain  and  sacrifice,  but  the  result  will  be  a  far 
stronger  Postal  Service,  better  able  to  meet  the  intense  competitive 
challenges  of  the  1990s  and  beyond  and  better  able  to  be  assured 
of  its  own  future.  The  experience  that  the  Postal  Service  is  under- 
going is  not  dissimilar  to  the  downsizing  being  faced  by  many 
major  American  enterprises  in  today's  economy. 

Some  preliminary  results  at  the  Postal  Service  have  already 
given  mailers  encouragement.  As  we  know,  the  rate  case  has  been 
deferred  by  at  least  a  year  and  maybe  more. 

For  an  industry  that  has  literally  been  battered  by  postal  rate  in- 
creases the  past  two  cases,  this  is  indeed  good  news.  It  should  be 
good  news  for  postal  employees  as  well. 

The  world  of  the  Postal  Service  has  changed  dramatically  in  re- 
cent years.  As  we  were  suggesting  above,  developments  in  informa- 
tion and  communications  technology  and  other  forms  of  message 
delivery  have  thrust  the  Postal  Service  into  a  competitive  swim  for 
survival. 

If  the  Postal  Service  fails  to  meet  the  challenges  of  this  competi- 
tive environment  and  loses  its  most  profitable  business  to  other 
media,  postal  employees  will  suffer  the  most.  Like  other  American 
businesses,  the  Postal  Service  must  compete  on  the  basis  of  reason- 
able rates  and  good  services.  And  Postmaster  General  Runyon  is 
properly  driving  that  message  throughout  the  Postal  Service. 

The  Postmaster  General's  strong  cost  control  efforts  are  jeopard- 
ized by  continued  raids  on  the  postal  budget  by  Congress  and  the 
administration.  These  actions  over  the  last  few  years  have  nega- 
tively affected  the  financial  stability  of  the  Postal  Service. 

The  $9.5  billion  that  have  been  taken  from  the  USPS  for  various 
health  benefit  and  retirements  costs  have  undoubtedly  been  a 
major  factor  in  driving  postal  costs  and  rates  to  the  breaking  point 
and  thereby  endangering  the  competitive  position  of  the  Postal 
Service.  That's  the  way  it  was. 

This  committee  has  consistently  opposed  this  raid  on  the  postal 
treasury  and  has  succeeded  somewhat  in  reducing  the  amounts  de- 
manded, but  we  must  redouble  our  efforts  to  sound  the  alarm. 
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Similarly,  the  revenue  forgone  situation  is  of  great  concern  to 
mailers  who  pay  the  postal  bill.  DMA  has  consistently  supported 
full  funding  of  revenue  forgone,  which  provides  the  funding  nec- 
essary for  lower  nonprofit  and  other  preferred  rates.  We  are  also 
very  supportive  of  the  aims  and  objectives  of  nonprofit  organiza- 
tions. 

With  the  passage  of  the  Postal  Reorganization  Act  of  1971,  Con- 
gress clearly  determined  that  certain  categories  of  mail  deserved 
lower  rates  and  provided  a  fair  mechanism  for  payment  to  the 
Postal  Service  to  cover  the  difference  between  the  lower  rate  and 
what  the  full  rate  would  be  if  there  were  no  preference. 

If,  for  some  reason,  Congress  does  not  provide  the  necessary 
money,  the  law  permits  the  Postal  Service  to  raise  nonprofit  and 
preferred  rates  to  cover  the  shortfall.  This  is  eminently  fair  and 
fully  in  keeping  with  the  principle  that  every  class  of  mail  should 
pay  its  own  way. 

I  urge  this  committee  to  recommend  full  funding  for  revenue  for- 
gone. If  this  should  prove  impossible,  we  support  the  recent  USPS 
proposal  to  eliminate  the  necessity  for  most  revenue  forgone  fund- 
ing through  a  combination  of  eligibility  restrictions,  increased  non- 
profit rates,  and  an  amortization  of  the  remaining  shortfall  over  a 
30-year  period. 

We  certainly  would  be  glad,  as  we  have  in  the  past,  to  sit  down 
with  your  staff  and  the  Postal  Service  to  work  out  a  solution  that 
would  be  least  damaging  to  the  Postal  Service.  We  believe  that  the 
Postal  Service's  proposal  provides  a  good  basis  for  further  discus- 
sion and  negotiation. 

I  will  stop  right  here,  Madam  Chairman. 

Miss  Collins.  Yes. 

Mr.  GlTLlTZ.  I  know  you're  relieved.  My  statement  contains  addi- 
tional comments  on  the  need  for  change  in  the  postal  rate-making 
process  and  also  the  very  constructive  and  fine  work  that  we  en- 
gage in  with  the  postal  inspection  service,  including  some  new  un- 
dertakings. 

But,  again,  I  will  stop  right  here.  And  I  want  to  thank  you  for 
your  attention. 

Miss  Collins.  Thank  you,  Mr.  Gitlitz.  Your  entire  statement  will 
be  read  into  the  record. 

Mr.  Gitlitz.  Thank  you. 

[The  prepared  statement  of  Mr.  Gitlitz  follows:] 

Prepared  Statement  of  Jonah  Gitlitz,  President  and  Chief  Executive 
Officer,  Direct  Marketing  Association,  Inc. 

Mr.  Chairman,  distinguished  members  of  the  committee:  My  name  is  Jonah 
Gitlitz  and  I  am  President  of  the  Direct  Marketing  Association. 

We  deeply  appreciate  the  opportunity  to  testify  at  these  important  oversight  hear- 
ings. The  Direct  Marketing  Association  is  an  international  trade  association  rep- 
resenting the  interests  of  all  forms  of  direct  marketing.  Our  membership  consists 
of  more  than  3,000  domestic  corporations  ranging  from  consumer  and  business-to- 
business  catalogs,  book  and  record  clubs,  mail  order  companies,  residential  mailers, 
telemarketers,  and  magazine  and  newspaper  publishers  to  companies  that  serve  di- 
rect marketers  such  as  printers,  advertising  agencies,  list  brokers  and  compilers, 
lettershops  and  mailing  services,  and  computer  service  bureaus. 

The  one  thing  that  virtually  all  of  our  members  have  in  common  is  the  over- 
whelming significance  of  the  Postal  Service  to  their  business.  Our  members  account 
for  a  major  share  of  third-class  mail  volume  and  are  among  the  Postal  Service's 
largest  customers. 
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Last  year,  at  these  same  hearings,  the  chairman  of  DMA's  government  affairs 
committee,  Michael  McSweeney,  testified  that  the  Postal  Service  was  in  danger  of 
virtual  extinction  as  we  know  it  because  of  serious  cost  overruns  and  the  resulting 
postal  rate  increases.  Mr.  McSweeney  pointed  out:  "The  fact  that  the  Postal  Service 
is  facing  a  life  threatening  crisis  becomes  more  and  more  obvious  every  day.  Mailers 
are  leaving  the  Postal  Service  in  droves.  Many  are  simply  going  out  of  business,  oth- 
ers are  successfully  going  into  alternative  forms  of  delivery,  and  even  more  are  shift- 
ing their  advertising  messages  to  other  media  such  as  telemarketing,  newspaper 
and  magazine  advertising,  radio  and  television,  and,  increasingly,  into  more  esoteric 
(at  least  for  now)  forms  of  interactive  media  ....  class  mail  rates  have  risen  an 
average  of  50  percent  in  the  last  four  years,  and  the  rates  for  many  catalogs  have 
risen  by  as  much  as  80  percent.  I  doubt  that  any  other  business  in  America  has 
suffered  such  a  step  increase  in  one  of  their  major  cost  segments  in  the  last  four 
years  and  managed  to  stay  in  business.  As  it  is  now,  thousands  of  important  busi- 
nesses are  in  jeopardy  because  of  steep  postal  rate  increases.  Many  will  not  be  able 
to  survive  another  increase  of  the  magnitude  of  the  last  two  increases." 

POSTAL  REORGANIZATION 

These  were  strong  words,  but  they  accurately  reflected  the  crisis.  However,  a  lot 
has  happened  in  the  last  year,  and  for  the  first  time  in  many  years  there  appears 
to  be  hope  that  the  Postal  Service's  crippling  fiscal  problems  are  now  being  brought 
under  control. 

We  at  DMA  are  very  supportive  of  the  massive  reorganization  now  being  under- 
taken by  Postmaster  General  Marvin  Runyon.  It  was  long  overdue.  We  do  regret 
that  it  involved  some  personal  pain  and  sacrifice,  but  the  result  will  be  a  far  strong- 
er Postal  Service  better  able  to  meet  the  intense  competitive  challenges  of  the  1990's 
and  beyond,  and  better  able  to  be  assured  of  its  own  future. 

Some  preliminary  results  have  already  given  mailers  encouragement.  Last  year, 
we  fully  expected  that  a  large  postal  rate  case  would  have  already  been  filed  with 
the  Postal  Rate  Commission.  Soon  after  taking  office,  the  Postmaster  General  an- 
nounced that  he  would  hold  the  line  for  at  least  another  year,  and  there  are  now 
strong  indications  that  we  may  avoid  an  increase  for  an  additional  year  or  two  un- 
less Congress  and  the  administration  continue  to  load  the  Postal  Service  with  extra- 
neous costs.  .    . 

For  an  industry  that  has  literally  been  battered  by  postal  rate  increases  this  is 
good  news  indeed.  It  should  be  good  news  for  postal  employees,  too.  The  world  of 
the  Postal  Service  has  changed  dramatically  in  recent  years.  Developments  in  infor- 
mation and  communications  technology  and  other  forms  of  message  delivery  have 
thrust  the  Postal  Service  into  a  competitive  swim  for  survival.  If  the  Postal  Service 
fails  to  meet  the  challenges  of  this  competitive  environment  and  loses  its  most  prof- 
itable business  to  other  media,  postal  employees  will  .  .  .  Like  other  American  busi- 
nesses, the  USPS  must  compete  on  the  basis  of  reasonable  rates  and  good  service. 

CONGRESS  AND  THE  POSTAL  SERVICE 

The  Postmaster  General's  strong  cost  control  efforts  are  jeopardized  by  continued 
raids  on  the  postal  budget  by  Congress  and  the  administration.  These  actions  over 
the  last  few  years  have  negatively  affected  the  financial  stability  of  the  Postal  Serv- 
ice. 

The  $9.5  billion  that  has  been  taken  from  the  Postal  Service  for  various  health 
benefit  and  retirement  costs  has  undoubtedly  been  a  major  factor  in  driving  postal 
costs  and  rates  to  the  breaking  point  and  thereby  endangering  the  competitive  posi- 
tion of  the  Postal  Service 

This  year,  we  understand  that  more  than  $300  million  more  may  be  charged  to 
the  Postal  Service  as  "interest"  on  the  failure  to  make  payments  in  the  past.  We 
believe  this  to  be  unjustified.  But  even  more  important,  it  shows  a  complete  lack 
of  understanding  about  postal  economics  and  the  danger  in  which  the  Postal  Service 
now  finds  itself. 

This  committee  has  consistently  opposed  this  raid  on  the  postal  treasury  and  has 
succeeded  in  reducing  the  amounts  demanded  somewhat.  But  we  must  redouble  our 
efforts  to  sound  the  alarm. 

Similarly,  the  revenue  forgone  situation  is  of  great  concern  to  mailers  who  pay 
the  postal  bill.  DMA  has  consistently  supported  the  full  funding  of  revenue  forgone, 
which  provides  the  funding  necessary  for  lower  nonprofit  and  other  preferred  rates. 
With  the  passage  of  the  Postal  Reorganization  Act  of  1971,  Congress  clearly  deter- 
mined that  certain  categories  of  mail  deserved  lower  rates  and  provided  a  fair  mech- 
anism for  payment  to  the  Postal  Service  to  cover  the  difference  between  the  lower 
rate  and  what  the  full  rate  would  be  if  there  were  no  preference.  If  for  some  reason 
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Congress  does  not  provide  the  necessary  money,  the  law  permits  the  Postal  Service 
to  raise  nonprofit  and  preferred  rates  to  cover  the  shortfall.  This  is  eminently  fair 
and  fully  in  keeping  with  the  principle  that  every  class  of  mail  should  pay  its  own 
way. 

Last  year,  however,  Congress  failed  to  fund  revenue  forgone  almost  completely 
and  also  forbade  the  Postal  Service  from  raising  nonprofit  rates,  thus  requiring  reg- 
ular rate  mailers  to  pick  up  the  tab.  This  year,  an  even  greater  reduction  of  revenue 
forgone  funding  is  being  considered,  perhaps  with  the  same  approach  used  in  last 
year's  appropriation. 

Such  an  approach  would  be  destructive  to  the  Postal  Service.  As  I  mentioned  pre- 
viously, throwing  more  and  more  costs  on  the  postal  ratepayers  will  simply  hasten 
the  exodus  from  the  mail.  The  result  would  be  a  seriously  diminished  Postal  Service 
acting  as  a  carrier  of  last  resort  for  those  with  no  other  alternatives.  The  mail  left 
in  the  system  would  have  to  be  charged  a  very  high  rate. 

I  urge  this  committee  to  recommend  full  funding  for  revenue  forgone.  If  this 
should  prove  impossible,  we  support  the  recent  USPS  proposal  to  eliminate  the  ne- 
cessity for  most  revenue  forgone  funding  through  a  combination  of  eligibility  restric- 
tions, increased  nonprofit  rates,  and  an  amortization  of  the  remaining  shortfall  over 
a  thirty  year  period.  We  certainly  would  be  glad  to  sit  down  with  your  staff  to  work 
out  a  solution  that  would  be  least  damaging  to  the  Postal  Service. 

THE  RATEMAKING  PROCESS 

Last  year,  we  also  testified  as  to  the  necessity  of  making  major  changes  in  the 
ratemaking  process.  Much  of  the  impetus  for  change  has  declined,  largely  because 
of  the  Postmaster  General's  laudable  efforts  to  postpone  filing  for  a  postal  rate  in- 
crease. However,  the  need  for  change  remains,  and  I  would  urge  this  committee  to 
take  the  lead. 

There  has  been  a  growing  tide  of  criticism  about  the  ratemaking  process.  Two  re- 
ports issued  more  than  a  year  ago,  one  by  the  Institute  for  Public  Administration 
and  the  other  by  the  General  Accounting  Office,  came  to  similar  conclusions  that 
the  ratemaking  process  was  particularly  ill-suited  to  flexible  market  based  pricing. 
Many  have  also  questioned  the  objectivity  of  the  Postal  Rate  Commission,  which  ap- 
pears to  be  specifically  prejudiced  against  third  class  and  to  support  ratemaking 
principles  and  processes  that  are  proving  detrimental  to  the  long  term  health  of  the 
Postal  Service.  We  generally  agree  with  the  General  Accounting  Office  report  enti- 
tled "Pricing  Postal  Services  in  a  Competitive  Environment,"  which  stated:  "The 
ratemaking  criteria  set  forth  in  the  Postal  Reorganization  Act  were  established 
when  the  Postal  Service  had  less  competition  than  it  does  now.  Because  the  Postal 
Service  is  facing  a  changing  and  increasingly  competitive  environment  that  requires 
greater  flexibility  in  pricing  services,  GAO  believes  that  Congress  should  reexamine 
the  nine  criteria  the  Postal  Rate  Commission  considers  in  setting  rates  to  determine 
whether  these  criteria  are  still  valid  in  light  of  changing  market  realities.  GAO  be- 
lieves that  demand  pricing,  which  considers  the  value-of-service  to  the  sender, 
should  be  given  greater  weight  in  the  criteria  used  as  a  guide  for  allocating  over- 
head costs  and  setting  postal  rates.  Further,  GAO  believes  that  such  a  pricing  policy 
is  compatible  with  the  requirement  that  the  rate  structure  be  fair  and  equitable  to 
all  mail  users,  so  long  as  each  class  of  mail  covers  at  least  the  direct  and  indirect 
costs  of  providing  that  service  and  makes  some  contribution  to  the  Postal  Service's 
overhead.  GAO  believes  that  in  the  long  run,  if  demand  pricing  is  not  given  more 
weight  as  one  of  several  factors  to  be  considered  in  ratemaking,  the  Postal  Service 
could  experience  serious  losses  in  its  price-sensitive  third-class  market  as  well  as 
its  second-class  market  and  thus  drive  up  the  cost  of  first  class  postage  to  cover 
these  losses.  Congress  could  then  be  faced  with  demands  to  further  open  postal  mar- 
kets to  competition  or  to  subsidize  the  national  delivery  network  through  appropria- 
tions." 

DMA  fully  agrees  and  urges  this  committee  to  re-examine  the  many  recommenda- 
tions for  change  to  a  simpler,  more  flexible  process. 

WORK  WITH  THE  POSTAL  INSPECTION  SERVICE 

DMA  has  long  maintained  an  aggressive  program  promoting  ethical  practices 
among  direct  marketers,  centered  around  DMAs  Guidelines  for  Ethical  Business 
Practices.  Our  programs  provide  consumer  information  on  how  best  to  shop  by  mail 
and  telephone,  and  we  work  with  state  and  federal  law  enforcement  and  consumer 
protection  officials  to  eliminate  fraud. 

We  therefore  work  closely  with  the  Postal  Inspection  Service,  and  I  would  like  to 
take  this  opportunity  to  compliment  the  Inspection  Service  for  the  fine  job  it  does 
in  fighting  mail  fraud.  Not  only  does  the  consumer  benefit  from  this  work,  but  so 
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do  direct  marketers.  We  recognize  that  fraudulent  operators  hurt  our  legitimate 
businesses,  and  the  work  of  the  Postal  Inspection  Service  has  gone  a  long  way  in 
increasing  public  confidence  in  the  direct  marketing  process. 

Our  cooperation  with  the  Inspection  Service  takes  many  forms.  We  regularly  for- 
ward complaints  and  other  information  about  fraudulent  operators  to  the  Inspection 
Service.  Postal  inspectors  attend  the  meetings  we  regularly  hold  with  state  and  local 
officials  around  the  country.  We  have  published  jointly  with  the  Inspection  Service 
an  important  pamphlet,  "Misleading  Advertisements,"  which  advises  magazine  and 
newspaper  publishers  on  how  to  spot  fraudulent  advertising. 

Most  recently,  we  have  agreed  to  work  with  the  Chief  Postal  Inspector,  Ken  Hun- 
ter, in  organizing  a  meeting  with  leaders  in  the  list  business  to  discuss  ways  to  com- 
bat mail  fraud  before  it  can  victimize  the  consumer. 

CONCLUSION 

Once  again,  we  appreciate  the  opportunity  to  testify  before  this  important  commit- 
tee. The  Postal  Service  is  of  critical  importance  to  direct  marketers,  just  as  it  is  to 
members  of  this  distinguished  committee.  We  are  both  vitally  interested  in  a 
healthy,  financially  viable  Postal  Service.  Our  members  look  forward  to  continuing 
to  work  with  you  to  achieve  that  goal. 

Response  to  Written  Questions  Submitted  by  Hon.  William  L.  Clay  to  Jonah 

GrTLITZ 

Question  1.  The  Committee  has  been  told  that  unless  nonprofit  mail  rates  include 
the  same  percentage  contribution  to  Postal  Service  overhead  as  do  commercial  rates, 
commercial  mailers  will  be  subsidizing  nonprofit  mailers.  Do  you  agree  with  that 
statement? 

Answer.  The  Postal  Reorganization  Act  of  1970  established  a  new  postal  rate  sys- 
tem based  on  attributable  costs  and  institutional  costs.  Attributable  costs  are  those 
directly  or  indirectly  attributable  to  a  particular  type  of  mail.  All  regular  rate  class- 
es must  pay  their  own  attributable  costs.  Institutional,  or  overhead,  costs  are  those 
not  directly  or  indirectly  attributable  to  a  particular  class  of  mail.  These  costs  are 
allocated  according  to  the  eight  non-cost  factors  specified  in  the  Postal  Reorganiza- 
tion Act. 

Question  2.  If  nonprofit  rates  reflected  one-half  the  percentage  contribution  to 
Postal  Service  overhead  of  corresponding  commercial  rates,  would  commercial  mail- 
ers be  subsidizing  nonprofit  mailers? 

Answer.  Though  there  is  a  difference  among  the  classes  in  the  percentage  con- 
tribution to  institutional  costs,  if  regular  procedures  for  setting  rates  are  followed, 
there  is  no  real  economic  subsidy  from  classes  paying  a  higher  percentage. 

This  does  not  mean  that  there  aren't  strong  disagreements  as  to  the  proper  alloca- 
tion of  institutional  costs.  DMA  strongly  believes,  for  example,  that  the  147%  mark- 
up for  third-class  mail  is  both  unjustified  and  potentially  distributive  to  the  Postal 
Service. 

Question  3.  Current  postal  rates  are  established  so  that  First-Class  Mail  rates  in- 
clude a  higher  percentage  contribution  to  Postal  Service  overhead  that,  for  example, 
bulk  third-class  rates.  Are  First-Class  mailers  subsidizing  bulk  third-class  mailers? 

Answer.  In  regard  to  preferred  rates,  different  factors  are  present.  According  to 
the  Postal  Reorganization  Act,  preferred  rates  should  pay  only  their  attributable 
costs  with  the  applicable  institutional  costs  being  subsidized  by  a  "revenue  forgone" 
appropriation  from  Congress.  The  law  gives  the  Postal  Service  the  authority  to  raise 
preferred  rates  to  cover  any  failure  by  Congress  to  appropriate  adequate  revenue 
forgone  funds.  The  purpose  for  this  authorization  was  to  prevent  the  transfer  of 
these  costs  to  the  general  rate  base  and  hence  largely  (though  not  exclusively)  to 
regular  rate  mailers. 

If  Congress  does  not  appropriate  revenue  forgone  funds  and  prevents  preferred 
rates  from  rising  to  their  natural  levels  under  the  ratemaking  provisions  of  the 
Postal  Reorganization  Act,  it  is  accurate  to  say  that  cross-subsidization  is  taking 
place. 

Question  4.  If  your  responses  to  questions  1,  2,  and  3  are  not  either  all  "yes"  or 
all  "no",  please  explain  the  differences  in  your  responses. 

Response  to  Written  Questions  Submitted  by  Hon.  Constance  A.  Morella  to 

Jonah  Gitlitz 

Question  1.  Last  week,  this  committee  heard  from  the  Chairman  of  the  Postal 
Rate  Commission  (PRO  that  on  occasion  they  have  had  difficulty  obtaining  reliable, 
accurate  data  from  the  Postal  Service,  which  is  necessary  for  them  to  adequately 
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perform  their  statutory  duties.  Do  you  believe  a  legislative  solution  to  this  problem 
is  necessary?  .    . 

Answer.  DMA  in  the  past  has  supported  for  the  Postal  Rate  Commission  to  re- 
quire data  from  the  Postal  Service  expanded  authority  to  help  insure  that  the  Com- 
mission, and  mailers,  can  have  adequate  data  to  conduct  a  rate  case. 

Question  2.  The  Rate  Commission  is  presently  conducting  a  study  on  the  feasibil- 
ity of  creating  a  class  of  mail  for  mailers  who  utilize  recycled  paper,  would  you  sup- 
port this  separate  class  of  mail? 

Answer.  No.  DMA  has  an  extensive  program  promoting  the  best  in  responsible  en- 
vironmental programs  for  direct  marketers.  In  particular,  we  promote  the  maximum 
feasible  use  of  recycled  and  recyclable  paper,  and  other  environmentally  sound  prac- 
ticGS. 

However,  postal  rates  should  be  based  primarily  on  postal  costs,  and  special  rates 
for  use  of  recycled  paper  are  not  based  on  the  cost  of  handling  the  mail.  Also,  such 
rates  would  be  virtually  impossible  for  postal  employees  to  administer. 

Question  3.  Last  year,  the  major  focus  of  these  hearings  was  to  analyze  the  rec- 
ommendations of  the  Task  Force  on  Postal  Ratemaking  Reform,  and  to  hear  com- 
ments and  criticisms  from  the  entire  postal  community  on  that  proposal.  Do  you  be- 
lieve this  committee  should  move  forward  on  ratemaking  reform  or  has  the  time 
past  for  making  substantial  changes  in  the  Postal  Reorganization  Act  of  1970? 

Answer.  DMA  worked  extensively  with  the  Postal  Service  to  develop  rate  reforms 
two  years  ago.  However,  the  package  was  never  completed.  Subsequently,  The  Na- 
tional Academy  of  Public  Administration  and  the  General  Accounting  Office  have  re- 
leased broad  based  criticisms  of  the  ratemaking  process.  A  joint  USPS-Postal  Rates 
Commission  Task  Force  made  recommendations  for  some  reform  of  the  process,  but 
rulemaking  proceedings  have  been  suspended  at  USPS  request.  Postmaster  General 
Marvin  Runyon  has  expressed  frustration  with  the  complicated  ratemaking  process 
that  he  believes  prevents  the  Postal  Service  from  basing  rates  on  market  consider- 
ations, a  position  with  which  we  heartily  agree. 

We  agree  basically  with  the  GAO  study  that  the  Postal  Service  may  be  in  jeop- 
ardy because  of  a  ratemaking  process  that  has  grown  to  be  cumbersome,  overly  com- 
plex, and  antithetical  to  pricing  based  on  market  conditions.  We  urge  the  committee 
to  revisit  that  report. 

DMA  believes  that  it  is  time  for  Congress,  the  USPS,  mailers  and  other  interested 
parties  join  to  develop  ratemaking  reforms  that  will  support  rather  than  hinder  the 
financial  viability  of  the  Postal  Service. 
Question  4.  Is  it  possible  to  institute  ratemaking  reform  without  legislation? 
Answer.  Some  changes  in  procedures  and  underlying  ratemaking  theory  can  be 
changed  by  the  Postal  Service  and  Postal  Rate  Commission.  However,  meaningful 
and  long  lasting  changes  probably  must  come  through  legislation. 

Question  5.  Do  you  believe  the  Board  of  Governors  of  the  Postal  Service  should 
take  a  more  active  role  in  some  decisions  of  postal  management? 

Answer.  The  role  of  the  Board  of  Governors  should  be  to  provide  overall  strategic 
leadership,  assure  the  financial  integrity  of  the  Postal  Service,  and  select  a  Post- 
master General  and  Deputy  Postmaster  General  to  achieve  these  goals  and  direct 
the  operations  of  the  Postal  Service — as  it  is  in  any  business.  While  it  should  take 
an  active  role  in  major  decisions,  the  Board  should  avoid  the  temptation  to 
micromanage. 

Question  6.  Do  you  feel  the  Postal  Service  "2  and  6"  program  in  combination  with 
route  restructuring  is  proving  successful? 

Answer.  DMA  will  have  to  do  further  research  on  this  issue,  but  we  have  not  had 
major  complaints  about  a  diminution  of  service— and  generally  support  automation 
programs  that  would  allow  carriers  more  time  to  deliver  mail. 

Question  7.  The  Postal  Service  is  in  the  midst  of  a  complete  overhaul  of  the  exist- 
ing classifications  of  mail,  do  you  believe  mailing  classifications  need  to  be  rede- 
fined? , 

Answer.  We  are  participating  in  the  reclassification  process  and  agree  with  its 
general  goal  to  simplify  mail  classification.  However,  the  DMA  Board  of  Directors 
has  stated  its  opposition  to  a  new  classification  system  if  it  leads  to  significant  rate 
increases  in  third  class  rate  categories. 

Question  8.  The  Postal  Service  has  asked  the  Rate  Commission  for  a  new  class 
of  mail  for  bulk,  automation  compatible  small  parcels,  are  you  supportive  of  this 
new  class  of  mail? 
Answer.  Yes. 

Question  9.  The  Postal  Service  revenue  forgone  includes  contributing  $29  million 
to  itself  to  make  up  for  past  costs  incurred.  Do  you  believe  this  is  appropriate  and 
do  you  believe  that  revenue  forgone  will  be  funded  at  the  $29  million  level  for  years 
to  come? 
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Answer.  We  hope  so,  since  a  similar  provision  is  in  the  compromise  adopted  by 
the  House  Post  Office  and  Civil  Service  committee  subsequent  to  the  oversight  hear- 
ing. 

Question  10.  Do  you  believe  it  is  inevitable  that  "revenue  forgone"  will  be  elimi- 
nated? 

Answer.  Congress  definitely  is  moving  in  the  direction  of  eliminating  almost  all 
revenue  forgone  funding.  We  expect  that  all  that  will  remain  are  some  relatively 
minor  (in  terms  of  funding)  categories. 

Question  11.  Most  of  today's  testimony  clearly  supports  the  Postal  Service  pro- 
posal regarding  revenue  forgone.  Are  you  willing  to  work  with  this  committee  to  fos- 
ter a  compromise  that  might  be  somewhat  less  destructive  to  the  nonprofit  organiza- 
tions across  this  country? 

Answer.  Yes  and  we  have  done  so  by  working  on  and  endorsing  the  committee 
compromise  mentioned  in  question  #9. 

Miss  Collins.  Mr.  Volner? 

Mr.  Volner.  Madam  Chairman,  thank  you  very  much.  On  behalf 
of  the  Advertising  Mail  Marketing  Association,  I  am  Ian  Volner, 
counsel  to  the  association.  And  I  will  be  very  brief. 

I  think  from  what  you've  heard  today  and  are  going  to  hear  dur- 
ing the  balance  of  the  day,  there  are  three  things  that  can  be 
agreed  upon.  The  Postal  Service  has  made  remarkable  strides  to- 
ward achieving  the  goal  that  Congress  set  out  for  it  23  years  ago 
to  operate  on  as  businesslike  a  basis  as  possible. 

I  think  we  all  agree  that  the  budget  proposals  threaten  that  good 
work. 

I  think  we  all  want  to  be  a  part  of  the  solution  and  not  the  prob- 
lem. But  the  solution,  particularly  in  terms  of  revenue  forgone,  gets 
very  sticky. 

There  is  attached  to  our  pre-filed  statement  an  outline  of  a  pro- 
posal for  legislative  changes  that  we  believe  would  solve  the  prob- 
lem of  revenue  forgone.  That  plan  differs  in  degree,  but  not  in  kind, 
from  the  Postal  Service's  thinking  on  this  subject. 

I  want  to  emphasize  that  our  position  is  not  cast  in  concrete. 
There  are  several  things,  however,  that  we  are  very,  very  firm 
about,  and  they  involve  the  following  principles.  The  categories  of 
mailers  that  are  permitted  to  use  preferred  rates  must  be  dras- 
tically reduced.  We're  not  talking  about  permits  or  permit  holders. 
We're  talking  about  categories  of  mailers. 

In  addition,  preferred  rate  treatment  must  be  denied  to  any  mail 
that  promotes  the  sale  of  goods  or  services  and  for  the  shipment 
of  product  itself. 

Miss  Collins.  Would  you  repeat  that,  "In  addition'? 

Mr.  Volner.  In  addition,  preferred  rate  treatment  should  be  de- 
nied to  any  mail  that  promotes  the  sale  of  goods  or  services  and 
for  the  shipment  of  product  itself.  By  that,  what  I  mean  is  audio 
cassettes  sent  by  a  nonprofit  organization  to  a  purchaser  should 
not  be  subsidized  by  anybody,  should  not  go  at  the  preferred  rates. 

Our  third  principle  is  that  there  must  be  an  orderly  transition 
of  increases  in  preferred  rates  in  order  to  avoid  rate  shock. 

Our  fourth  proposition  is  that  except  for  transitional  periods, 
commercial  mailers  should  not  be  expected  to  absorb  costs  that  are 
properly  assignable  to  preferred  rate  mailers. 

Now,  we  recognize  that  reasonable  men  and  women  may  differ 
as  to  what  is  the  appropriate  responsibility  of  the  preferred  rate 
categories  for  the  markup.  And  you're  going  to  hear  about  that. 
You've  heard  about  it  all  morning  long. 
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We  think  three  things  need  to  be,  however,  very  clear.  The  no- 
tion that  preferred  rates  have  subsidized  commercial  mailers  is  in- 
supportable, and  I'm  being  polite. 

The  notion  that  commercial  mailers  should  be  compelled  to  make 
some  kind  of  a  charitable  contribution  through  postage  rates  to 
support  preferred  rate  mailers  is  equally  wrongheaded. 

And  our  final  proposition  is  that  the  idea  that  institutional  cost 
coverages  should  be  set  by  or  somehow  linked  to  markups  estab- 
lished by  the  Postal  Rate  Commission  is  highly  ill-advised.  This  is 
a  social  policy  judgment,  and  I  am  afraid  that  is  why  you  all  were 
elected,  to  make  those  kinds  of  decisions. 

We  believe  that  with  these  principles,  it  is  possible  to  resolve 
once  and  for  all  the  thorny  problem  of  revenue  forgone  in  a  way 
that  accommodates  legitimate  deficit  reduction  with  the  needs  to 
maintain  a  healthy  and  effective  postal  system. 

Thank  you  very  much,  Madam  Chairman. 

[The  prepared  statement  of  Mr.  Volner  follows:] 

Prepared  Statement  of  Ian  Volner,  General  Counsel,  Advertising  Mail 
Marketing  Association 

Mr.  Chairman,  Members  of  the  Committee:  The  Advertising  Mail  Marketing  Asso- 
ciation (AMMA)  appreciates  this  opportunity  to  share  with  the  Committee  its  views 
on  the  United  States  Postal  Service,  and  the  issues  it  and  our  industry  confront  in 
the  near  future. 

introduction  and  summary  of  position 

The  truly  remarkable  gains  which  the  Postal  Service  has  made  under  its  new 
leadership  in  the  past  seven  months  are  threatened  to  be  undone  by  two  issues 
which  neither  the  Postal  Service  nor  mailers  can  directly  control.  The  issues  are  the 
proposed  elimination  of  the  revenue  foregone  subsidy  used  to  support  reduced  rates 
for  certain  categories  of  mail  and  the  question  of  whether  the  Postal  Service  should 
be  required  to  assume  "interest"  payments  on  certain  liabilities  of  the  United  States 
Government  under  the  Civil  Service  Retirement  System  and  the  Federal  Employ- 
ment Health  Benefit  Program.  Unless  these  budget  issues  are  dealt  with  fairly  and 
appropriately,  they  threaten  to  jeopardize  the  very  future  of  the  postal  system. 

The  members  of  AMMA  have  a  vital  stake  in  Congress'  deliberations  on  these  is- 
sues. AMMA  represents  400  organizations — nonprofit  and  commercial — that  use  or 
support  the  use  of  the  mails  for  the  promotion  and  marketing  of  goods  and  services 
and  for  fundraising.  We  share  in  common  the  need  for  a  healthy  and  competitive 
Postal  Service.  Our  members  are  prepared  to  do  their  part  to  bring  the  federal  debt 
under  control  and  to  share  the  pain  of  deficit  reduction.  However,  it  is  abundantly 
clear  that  unless  the  budget  issues  facing  the  Postal  Service  are  handled  carefully 
and  prudently,  the  Postal  Service  will  be  forced  to  seek  higher  postal  rates.  Such 
a  step  would  be  absolutely  antithetical  to  the  whole  purpose  of  deficit  reduction,  for 
it  would  serve  to  depress,  rather  than  stimulate,  the  American  economy. 

The  purpose  of  our  testimony  is  two-fold.  AMMA  asks  that: 

Legislation  be  introduced  and  quickly  enacted  that  drastically  but  fairly  reforms 
the  system  of  preferred  rates  which  have  historically  been  supported  by  the  revenue 
foregone  subsidy.  The  basic  goal  of  this  legislation  must  be  to  reform  the  conditions 
of  eligibility  for  use  of  preferred  rates  and  to  assure  that  all  mail  categories  bear 
costs  properly  assignable  to  them.  Although  it  is  not  cast  in  concrete,  we  present 
with  this  statement  an  outline  that  we  believe  will  accomplish  this  goal. 

The  renewed  attempts  to  require  the  Postal  Service  to  assume  "interest"  on  liabil- 
ities of  the  United  States  Government  be  rejected  as  both  uneconomic  and  irra- 
tional. 

DEFICIT  REDUCTION  INITLVnVES  should  not  be  permitted  to  impair  the 
EFFICIENCY  AND  VIABILITY  OF  THE  POSTAL  SERVICE 

In  the  past  seven  months,  the  Postal  Service  has  made  remarkable  strides  toward 
attainment  of  a  goal  that  Congress  set  for  it  23  years  ago — to  operate  on  as  busi- 
ness-like a  basis  as  possible.  Specifically,  the  postal  bureaucracy  and  overhead  have 
been  reduced,  starting  at  the  top;  and,  this  restructuring  has  been  carried  out  with- 
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out  significant  impairment  of  service  quality.  Most  importantly,  from  the  perspec- 
tive of  AMMA's  members,  the  Postal  Service  is  now  in  a  good  position  to  eliminate 
a  projected  FY  1993  deficit  of  $2  billion.  If  not  artificially  impeded,  reorganization 
of  postal  operations  may  well  enable  the  Postal  Service,  under  its  new  and  dynamic 
leadership,  to  hold  rates  steady  at  least  through  1994  and  beyond.  This  would  be 
the  first  time  that  postage  rates  have  been  stable  for  four  years  since  the  passage 
of  the  Reorganization  Act. 

Mailers  have  responded  favorably  to  these  Postal  Service  initiatives.  Volume  is  be- 
ginning to  recover  from  the  drastic  slide  that  took  place  after  the  1991  postal  rate 
increase.  As  volume  has  increased,  the  business  and  the  employment  opportunities 
in  the  advertising  and  promotional  mail  marketing  sector  have  improved;  a  sector, 
it  should  be  noted,  that  accounts  for  some  three  and  a  half  million  jobs  nationwide. 
It  is  open  to  question  whether  the  advertising  mail  marketing  businesses  will  ever 
recover  to  the  levels  of  growth  and  contribution  to  the  American  economy  that  they 
enjoyed  prior  to  the  1987  and  1990  rate  decisions.  But,  it  is  certainly  the  case  that 
the  steps  the  Postal  Service  has  taken  to  become  more  business-like,  more  competi- 
tive and  more  user-responsive  have  contributed  to  renewed  business  confidence. 
This  renewed  confidence  has  helped,  in  no  small  measure,  to  stimulate  all  busi- 
nesses that  depend  upon  the  mails. 

The  reformation  or  revitalization  process  is  by  no  means  over.  AMMA  and  a  num- 
ber of  other  organizations  have  been  actively  working  with  the  Postal  Service  to  cre- 
ate new  services  and  to  simplify  its  existing  regulations  and  pricing  structures.  We 
recognize  that  certain,  and  perhaps  many,  of  these  changes  will  require  Postal  Rate 
Commission  review.  We  believe,  however,  that  formal  legal  proceedings  are  not  con- 
ducive to  the  kind  of  business-like,  give-and-take  through  which  meaningful  reform 
must  be  initially  shaped;  and  we  have  urged  the  Commission  not  to  intercede  in 
these  deliberations  regarding  classification  and  rate  restructuring  until  specific  and 
concrete  proposals  are  put  before  it. 

We  also  believe  that  there  is  urgent  need  for  reform  of  the  ratemaking  process 
itself,  a  topic  that  has  been  widely  discussed  within  the  postal  community  and  has 
been  the  subject  of  hearings  before  this  Committee.  Unfortunately,  proceedings  be- 
fore the  Rate  Commission  looking  toward  reform  of  the  process  seem  to  have  become 
bogged  down.  It  also  appears  to  us  that  both  the  Postal  Service  and  the  PRC  have 
lot  sight  of  the  fundamental  purpose  of  reform  of  the  ratemaking  process — to  pro- 
vide the  Postal  Service  with  meaningful  economic  incentives  to  operate  on  a  busi- 
ness-like, customer-friendly  and  competitive  basis. 

On  balance,  however,  the  initiatives  the  Postal  Service  has  launched  provide  very 
strong  reasons  to  be  optimistic  about  the  future  of  the  postal  system.  The  looming 
cloud  on  that  horizon  is  the  budget  deficit  reduction  initiatives. 

The  reason  why  indiscriminate  deficit  reduction  can  undo  all  that  the  Postal  Serv- 
ice has  and  plans  to  accomplish  can  be  captured  in  two  words:  rate  increases.  The 
total  revenue  shortfall  to  the  Postal  Service  from  the  budget  proposal  with  respect 
to  revenue  foregone  is  more  than  $1  billion.  In  fact,  that  somewhat  understates  the 
revenue  loss  because  it  ignores  the  out-year  losses  the  Postal  Service  will  experi- 
ences if,  as  it  now  appears,  the  revenue  foregone  subsidy  is  basically  eliminated. 
The  cost  to  the  Postal  Service  of  funding  the  claims  made  upon  it  in  connection  with 
the  Civil  Service  Retirement  System  would  add  an  additional  $1  billion. 

The  Postal  Service  cannot  absorb  an  additional  $2  billion  in  lost  revenues  and  in- 
creased costs,  even  if  spread  out  over  a  period  of  years.  It  will  be  compelled  to  cur- 
tail its  restructuring  and  reform  initiatives.  It  will  be  forced  to  seek  higher  postage 
rates  for  all  users.  The  Postmaster  General  has  estimated  that  the  loss  of  revenue 
associated  with  revenue  foregone  alone  translates  into  a  10  percent  increase  in  bulk 
third-class  rates,  the  rate  category  predominantly  used  by  AMMA's  membership. 

The  whole  purpose  of  deficit  reduction  is  to  stimulate,  strengthen  and  revive  the 
American  economy.  In  application  to  the  postal  system,  this  fundamental  objective 
sometimes  seems  to  get  lost  or  ignored.  Some  will  say  that  we  are  creating  a  tem- 
pest in  a  teapot.  They  will  claim  that  the  Postal  Service  can  simply  pass  the  $2  bil- 
lion "hit"  it  would  experience  under  the  budget  plan  along  to  mailers,  who — at  a 
"few  pennies"  per  piece  of  mail — can  afford  the  added  cost.  This  is  short-sighted;  it 
treats  mailers  and  mail  support  organizations  as  if  they  were  somehow  outside  the 
American  economy. 

The  reality  is  this:  If  the  Postal  Service  is  forced  to  increase  rates  in  this  year 
or  even  in  next,  mailers  will  not  be  able  to  absorb  the  increases.  Volumes  will  de- 
cline. Business  opportunities  in  the  advertising  and  promotional  mail  business  will 
diminish.  Employment  among  those  who  use  the  mail  as  a  marketing  medium  and 
the  countless  companies  across  the  country — large  and  small — that  support  and  sup- 
ply mail  users  will  stagnate  or  contract. 
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We  urge  you  not  to  lose  sight  of  the  devastation  that  indiscriminate  budget  cut- 
ting would  have  upon  that  part  of  the  American  economy  that  depends  upon  the 
postal  system.  Of  course,  the  issues  of  revenue  foregone  and  of  unfunded  liabilities 
must  be  addressed.  But,  they  must  be  addressed  positively— in  a  way  which  does 
not  compel  the  Postal  Service  to  increase  its  rates  and  which  does  permit  the  Postal 
Service  to  maintain  and  continue  its  efforts  to  be  more  business-like,  more  respon- 
sive and  more  competitive. 

THE  PROBLEMS  OF  REVENUE  FOREGONE  CAN  BE  SOLVED  THROUGH  A  FUNDAMENTAL 
RESTRUCTURING  OF  THE  PREFERRED  RATE  SYSTEM 

Historically,  AMMA  has  supported  full  funding  of  the  revenue  foregone  subsidy. 
In  principle,  we  still  believe  that  position  to  be  correct,  but  we  recognize  it  is  no 
longer  politically  viable.  In  the  current  environment,  the  only  solution  is  to  dras- 
tically, but  fairly,  overhaul  the  entire  system  of  preferred  rates. 

The  Postal  Service  has  prepared  a  position  paper  detailing  its  approach  to  reform 
of  the  preferred  rate  system.  We  are  pleased  that  the  Postal  Service  has  recognized 
the  gravity  of  the  situation.  We  believe  the  position  it  has  advanced  forms  a  strong 
basis  for  the  development  of  a  legislative  solution. 

Our  own  approach  to  the  matter  of  preferred  rate  reform  is  outlined  in  the  appen- 
dix to  the  testimony.  It  does  not  significantly  differ  from  the  basic  approach  ad- 
vanced by  the  Postal  Service.  Both  involve  four  key  elements: 

First,  the  categories  of  mailers  that  are  permitted  to  use  the  preferred  rates  must 
be  redefined. 

Eligibility  should  be  restricted  to  a  core  group  of  tax-exempt  organizations  under 
a  consistent  federal  policy  of  providing  tax  deductions  and  preferred  rate  treatment 
to,  and  only  to,  those  categories  of  organizations  for  which  preferential  treatment 
is  warranted  as  a  matter  of  fundamental  public  policy.  In  our  view,  this  means — 
among  other  things — complete  elimination  of  any  preferred  rate  treatment  for  com- 
mercial mailers. 

Second,  with  only  a  few  minimal  exceptions,  preferred  rate  treatment  should  be 
denied  to  any  mail  that  promotes  the  sale  of  goods  or  services.  For  similar  reasons 
and  with  limited  exceptions,  the  shipment  of  products  that  consumers  order  from 
non-profit  organizations  should  be  categorically  denied  preferred  rate  treatment. 

That  is,  preferred  rates  should  exist  solely  to  permit  eligible  organizations  to  so- 
licit the  contributions  they  need  to  carry  out  their  charitable,  educational  or  other 
public  functions.  It  is  questionable  whether  taxpayer's  monies  should  ever  have  been 
permitted  to  be  used  to  support  reduced  rates  for  what  are  basically  commercial  ac- 
tivities. It  is  unconscionable  to  think  that  commercial  mailers  should  be  expected 
to  bear  any  part  of  the  cost  of  supporting  commercial  activities  carried  on  by  non- 
profit organizations. 

Third,  there  must  be  an  orderly  transition  of  increases  in  preferred  rates  in  order 
to  avoid  "rate  shock"  for  mailing  organizations  that  have  long  depended  upon  the 
revenue  foregone  subsidy  but  will  no  longer  be  able  to  do  so. 

We  recognize  that  this  phase-in  may  have  the  effect  of  requiring  commercial  mail- 
ers to  shoulder  costs  during  the  transition  period  that  are  properly  assignable  to 
preferred  rate  users.  We  believe  that  commercial  mailers  can  be  called  upon  to  ac- 
cept a  transitional  burden  as  their  share  of  the  difficult  and  painful  process  of  re- 
form. ., 

Fourth,  except  for  transitional  periods,  commercial  mailers  cannot,  and  should  not 
be  expected  to,  absorb  costs— including  overhead  costs— that  are  properly  assignable 
to  preferred  rate  mailers. 

There  remains  a  fundamental  question  to  be  resolved:  What  is  the  appropriate 
share  of  overhead  costs  to  be  borne  by  the  reformed  preferred  rate  categories? 
Should  the  contributions  to  Postal  Service  overheads— referred  to  as  the  institu- 
tional cost  coverage  or  markups— to  be  made  by  preferred  rate  mailers  under  the 
new  system  be  set  at  a  level  the  same  as  the  markups  of  equivalent  commercial 
class  or  at  a  lower  level?  That  question  can  be  answered  only  by  Congress.  It  entails 
the  following  considerations: 

If  Congress  accepts  the  view  that  postal  rates  are  not  an  appropriate  vehicle  for 
the  implementation  of  social  policy,  then  it  follows  that  the  markups  for  the  pre- 
ferred rate  categories  should  be  equal  to  those  of  the  equivalent  commercial  classes. 
The  Committee  may— indeed,  probably  will— hear  argument  from  some  that  equal 
markups  have  the  effect  of  compelling  preferred  rate  mailers  to  "subsidize"  the  com- 
mercial rate  categories.  This  argument  is  utterly  without  merit.  As  an  economic 
matter,  any  class  that  covers  its  attributable  (or  variable)  costs  and  makes  even  a 
nominal  contribution  to  overheads  cannot  be  said  to  have  been  "subsidized"  by  any 
other  class.  The  fact  is  all  of  the  commercial  classes — and  most  especially  bulk  regu- 
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lar  rate  third-class  mail — fully  recover  their  variable  costs.  The  irony  is  that,  in 
some  years  at  least,  the  preferred  rate  categories  have  not.  During  those  years,  pre- 
ferred rates  have  been  "subsidized"  not  only  by  the  Congress  but  by  commercial  rate 
mailers. 

Moreover,  the  cross-subsidy  argument  ignores  the  change  in  the  law  governing 
revenue  foregone  subsidies  that  Congress  made  in  1986,  when  the  equal  markup 
standard  was  adopted.  Prior  to  that  change,  the  revenue  foregone  subsidy  was  cal- 
culated on  the  basis  of  the  difference  between  the  actual  rates  paid  by  preferred  rate 
categories  and  the  amount  they  would  have  paid  at  full  commercial  rates.  The 
change  to  equal  markups  certainly  reduced  the  amount  of  the  subsidy  required  to 
"fully  fund"  the  preferred  rates;  but  it  had  the  practical  effect  of  requiring  commer- 
cial mailers  to  shoulder  about  $600  million  per  year  more  in  overhead  costs  than 
they  would  have  borne  under  the  original  Act. 

The  point  is  this:  There  is  no  one  "true"  way  to  calculate  the  appropriate  contribu- 
tion to  be  made  by  preferred  rate  categories.  The  claims  that  preferred  rate  mailers 
are  somehow  or  other  subsidizing  commercial  rate  mailers  simply  confuses  econom- 
ics with  social  policy. 

Alternatively,  Congress  may  decide  that,  as  a  matter  of  public  policy,  institutional 
cost  coverages  of  the  preferred  rate  categories  should  be  set  at  levels  lower  than 
those  of  the  equivalent  commercial  classes.  If  so,  it  must  still  take  steps  to  assure 
that  this  does  not  jeopardize  the  viability  of  the  postal  system. 

Under  no  circumstance  should  the  institutional  cost  coverages  for  the  reformed, 
preferred  rate  categories  be  set  by  the  Postal  Rate  Commission.  The  question  of  the 
appropriate  markup  for  the  preferred  rate  categories  is  a  matter  of  social  policy;  it 
is,  beyond  the  competence  and  expertise  of  regulatory  agencies  like  the  Postal  Rate 
Commission.  This  is  why,  in  our  discussion  paper,  we  have  stipulated  that  the 
markup  for  the  preferred  rate  categories  be  set,  by  statute,  at  50  percent  of  the 
markup  assigned  to  the  corresponding  commercial  category.  That  markup  should 
also  be  subject  to  increase  by  the  Postal  Service  to  the  extent  that  preferred  rate 
volumes  exceed  historic  levels  or  new  types  of  mail — e.g.,  motor  voter  mail — are  per- 
mitted entry  into  preferred  rate  categories. 

The  requirement  that  each  class  of  mail  be  expected  to  bear  its  appropriate  share 
of  overhead  costs  must  be  a  matter  of  bedrock  policy.  It  has  been  suggested,  and 
the  Postal  Rate  Commission's  Reports  to  the  Congress  on  reform  of  the  preferred 
rate  categories  imply,  that  it  is  not  inappropriate  to  require  regular  rate  mailers  to 
bear  costs  that  would  otherwise  be  assignable  to  the  preferred  rate  categories.  The 
apparent  theory  is  that  an  added  burden  imposed  upon  regular  rate  mailers  is  sim- 
ply a  form  of  charitable  contribution. 

The  theory  is  false.  The  attempt  to  transfer  costs  from  the  preferred  rate  cat- 
egories to  commercial  mailers  is  really  a  stamp  tax.  This  is,  as  a  matter  of  policy, 
unconscionable;  it  is,  as  an  economic  matter,  insupportable.  In  its  1992  Report  to 
the  Congress,  GAO  pointed  out  that  regular  rate  third-class  mail  is  highly  and  in- 
creasingly price  sensitive.  Commercial  users  of  the  third  class  category  simply  can- 
not and  will  not  absorb  further  rate  increases  whether  imposed  upon  them  in  the 
name  of  policy  or  otherwise;  such  increases  will  drive  these  mailers  to  find  alter- 
native means  of  delivering  their  massages  to  the  American  public  thereby  threaten- 
ing the  viability  of  the  postal  system  itself. 

We  believe  that  these  principles  and  considerations  are  reflected  in  both  the  Post- 
al Service's  position  paper  and  our  own.  They  form  the  basis  for  a  resolution  of  the 
issue  of  revenue  foregone  and  the  preferred  rate  categories  in  a  way  which  accom- 
modates legitimate  policy  objectives  underlying  deficit  reduction  with  the  need  to 
maintain  a  healthy  and  effective  postal  system.  We  look  forward  to  working  with 
this  Committee  and  its  staff  in  the  development  and  enactment  of  legislation  which 
fulfills  these  goals. 

THE  PROPOSAL  THAT  THE  POSTAL  SERVICE  BE  REQUIRED  TO  PAY  INTEREST  ON  OBLIGA- 
TIONS OF  THE  UNITED  STATES  GOVERNMENT  FOR  POSTAL  RETIREE  AND  SURVIVORS 
SHOULD  BE  REJECTED  AS  IRRATIONAL  AND  UNECONOMIC 

There  is  nothing  new  in  the  FY  1994  budget  proposal  that  would  require  the  Post- 
al Service  to  pay  $1  billion  over  three  years  ostensibly  as  "interest"  for  the  period 
of  time  when  the  Federal  Government — as  required  by  then  applicable  law — paid 
certain  postal  retiree  and  survivor  obligations.  This  is  exactly  the  same  proposal 
that  Congress  considered  and  rejected  in  connection  with  the  FY  1993  appropria- 
tions measure. 

At  that  time,  Chairman  Clay  explained,  in  no  uncertain  terms,  why  this  budget 
deficit  initiative  was  ill-conceived.  He  pointed  out,  correctly,  that  the  Omnibus 
Budget  Reconciliation  Act  of  1990  had  required  the  Postal  Service  to  pay  $4.7  billion 
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to  the  United  States  Treasury  for  the  same  purposes.  He  noted  that  the  Omnibus 
Budget  Reconciliation  Acts  of  1985,  1987,  and  1989  will  require  payments  by  the 
Postal  Service  to  the  U.S.  Treasury  of  over  $9  billion  by  the  end  of  fiscal  year  1995. 
He  concluded  that  the  attempt  to  impose  additional  charges  associated  with  retirees 
and  survivor  obligations  was  "simply  an  attempt  to  have  postal  rate  payers  help  re- 
duce the  federal  deficit."  Chairman  Clay  was  right  then.  The  same  conclusion  must 
be  reached  now. 

The  AMMA  membership  recognizes  its  obligation  as  corporate  and  individual  citi- 
zens to  do  its  fair  share  to  help  the  President  and  Congress  in  setting  right  the  na- 
tion's balance  sheets  and  budgets.  But,  the  proposal  that  funds  be  transferred  from 
the  Postal  Service's  bank  accounts  to  the  Federal  Treasury  does  not  serve  that  le- 
gitimate end.  So  far  as  we  have  been  able  to  determine,  the  only  reason  this  pro- 
posal was  ever  advanced  and  has  been  renewed  is  because,  under  the  somewhat 
more  than  idiosyncratic  accounting  rules  used  by  the  Federal  Government,  "it 
scores."  It  "scores"  only  because  the  Postal  Service  is  now,  by  law,  off  budget.  That 
is,  the  federal  accounting  system  would  treat  this  payment  as  if  it  had  been  received 
from  some  wholly-independent,  non-governmental  source. 

That,  however,  greatly  oversimplifies  the  relationship  between  the  Postal  Service 
and  the  United  States  Government.  By  law,  the  Postal  Service  is  required  to  bear 
a  host  of  public  service  obligations  for  which  the  Postal  Service  has  received  no  ap- 
propriation since  1982.  The  argument  can  be  made  that,  if  the  Postal  Service  truly 
"owes"  this  interest  obligation,  then  the  U.S.  Treasury  equally  "owes"  the  Postal 
Service  an  equivalent  or  greater  amount  for  public  service  functions  which  it  has 
carried  out  and  which  have  been  entirely  funded  out  of  rates  paid  by  mailers  who 
receive  little  or  no  benefit  from  them. 

The  interest  proposal  is  irrational  for  a  further  reason  which  also  has  to  do  with 
the  peculiar  way  in  which  our  government  keeps  its  books.  Ostensibly,  the  interest 
payment  is  to  be  made  in  respect  of  obligations  that  the  U.S.  Treasury  assumed  and 
discharged  years  ago.  Yet,  under  the  federal  system  of  accounting,  the  entire 
amount  of  any  Postal  Service  payments  made  in  respect  of  "interest"  will  be  credited 
to  revenues  of  the  U.S.  Treasury  in  the  year  in  which  the  payment  is  made.  Thus, 
this  budget  initiative  will  not  really  reduce  the  federal  deficit.  It  will  simply  make 
the  deficit  look  a  little  better  than  it  really  is. 

The  costs  to  mailers  and  to  the  American  economy  of  this  attempt  to  take  advan- 
tage of  the  vagaries  of  the  federal  accounting  system  are — on  the  other  hand — very 
real.  The  Postal  Service  would  have  to  increase  rates  to  meet  these  payments.  The 
economic  burden  would  fall  on  the  shoulders  of  all  American  postal  rate  payers.  It 
would  be  particularly  felt  by  the  members  of  the  advertising  and  marketing  mail 
industry  who  are  just  beginning  to  recover  from  postal  rate  increases  that  have 
pushed  up  the  cost  of  using  the  postal  system  by  70  percent  since  1988. 

The  Postal  Service  and  those — like  the  members  of  the  AMMA — who  depend  upon 
it  to  earn  their  livings  are  a  part  of  the  American  economy.  As  Chairman  Clay  has 
pointed  out,  our  members  have,  through  the  rates  they  pay  to  the  Postal  Service, 
already  contributed  $9  billion  to  settle  this  supposed  debt  of  the  Postal  Service  to 
the  Treasury.  It  would  be  economically  irresponsible  to  ask  us  to  pay  more. 

Statement  of  the  Advertising  Mail  Marketing  Association  Appendix— an 
outline  for  reform  of  the  preferred  rate  categories  and  revenue  foregone 

1.  limitations  on  eligibility  for  preferred  rate  status 

(a)  In  all  preferred  rate  categories  (except  in-country),  eligibility  should  be  limited 
to  federally  chartered  organizations  (e.g.,  Smithsonian,  DAV,  etc.)  and  private  mail- 
ers determined  by  the  IRS  to  be  tax  exempt  under  Section  501(c)(3)  of  the  tax  code; 
private  educational  organizations  should  further  be  confined  to  those  which  have  a 
regularly  scheduled  curriculum,  a  regular  faculty  and  an  enrolled  body  of  students 
in  attendance  at  a  place  where  the  educational  activities  are  regularly  carried  on. 

(b)  If  the  in-country  rate  is  to  be  preserved  at  all,  it  should  be  limited  to  otherwise 
eligible  publishers  which  (i)  own  less  than  three  newspapers  and  (ii)  have  aggregate 
revenues  of  less  than  $5  million. 

(c)  The  library  rate  should  be  confined  to  library  loan  mailings. 

Comment:  These  changes  eliminate  from  preferred  rate  eligibility  advocacy,  agri- 
cultural, labor,  veterans,  fraternal  and  educational  seminar  groups  as  well  as  large 
publishers  of  local  newspapers  and  shipments  to  libraries  by  commercial  publishers. 
The  limitations  on  eligibility  are  necessary  in  order  to  off — set  the  revenue  shortfall 
that  will  occur  as  the  result  of  elimination  of  virtually  all  of  the  revenue  foregone 
subsidy. 
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2.  RESTRICTIONS  ON  TYPES  OF  ELIGIBLE  MAILINGS 

(a)  In  all  preferred  rate  categories  (as  redefined),  including  in-county  rate,  postage 
on  mail  matter  that  promotes  the  sale  of  goods  and  services  of  any  kind  should  be 
rated  at  the  corresponding  commercial  advertising  rate.  For  example,  the  advertis- 
ing content  of  a  second  class  periodical  published  by  an  otherwise  eligible  preferred 
rate  mailer  would  be  rated  at  regular  second  class  advertising  rates;  a  commercial 
catalog  published  by  an  otherwise  eligible  preferred  third  class  rate  mailer  would 
be  rated  at  the  regular  bulk  third  class  rate. 

(b)  Products  should  be  ineligible  for  mailing  at  preferred  rates. 

(c)  The  advertising  restrictions  should  not  apply  to  the  promotion  of  goods  or  serv- 
ices produced  directly  by  the  eligible  organization.  Thus,  church  bake  sale  pro- 
motions and  product  promotions  by  rehabilitation  centers  would  continue  to  be 
mailed  at  preferred  rates. 

(d)  The  advertising  restriction  also  should  not  apply  to  the  advertising  content  of 
periodicals  containing  less  than  10  percent  advertising  that  qualify  for  non-profit 
second  class  rates. 

(e)  The  restriction  on  product  mailings  should  not  apply  to  (i)  gifts  (ii)  up  front 
premiums  (iii)  "low  cost"  (as  defined  in  the  Internal  Revenue  Code)  items  and  (iv) 
products  produced  directly  by  the  otherwise  eligible  mailer. 

Comment:  These  restrictions  are  necessary  both  as  a  matter  of  competitive  fair- 
ness and  to  move  equitably  spread  the  revenue  shortfall  resulting  from  effective 
elimination  of  revenue  foregone. 

3.  MARKUPS  FOR  PREFERRED  RATE  CATEGORIES;  FREE  FOR  THE  BLIND;  VOLUME  SHIFTS 
AND  NEW  PREFERRED  RATE  CATEGORIES 

(a)  Free  for  the  blind  rate  mail  and  the  revenue  foregone  subsidy  for  it  would  be 
preserved  as  under  current  law. 

(b)  The  markup  for  the  preferred  rate  categories  should  be  set,  by  statute,  to  be 
50  percent  of  the  markup  assigned  to  the  corresponding  commercial  class. 

(c)  To  the  extent  preferred  rate  volumes  exceed  historic  levels,  or  Congress  creates 
new  categories  of  mail  eligible  for  preferred  rate  treatment  (e.g.,  motor  voter  mail) 
and  fails  to  appropriate  the  funds  necessary  to  support  rates  for  these  reduced  cat- 
egories (on  an  equal  markup  basis),  the  Postal  Service  should  be  given  the  unilat- 
eral power  to  increase  rates  for  the  applicable  preferred  rate  category  in  an  amount 
necessary  to  make  up  the  expected  revenue  shortfall. 

Comment:  The  proposed  markup  presumes  that  Congress  determines  to  hold 
markups  for  preferred  rates  to  levels  lower  than  that  of  the  equivalent  commercial 
class;  in  that  circumstance,  the  Postal  Service  must  have  the  power  to  adjust  the 
markup  (and  rates)  upwards  in  order  to  assure  that  each  preferred  rate  category 
makes  its  appropriate  contribution  to  total  overhead  costs. 

4.  PHASE-IN 

(a)  Mailing  organizations  that  currently  hold  non-profit  second  and/or  non-profit 
third  class  mailing  permits  and  that  lose  eligibility  for  mailing  at  these  rates  as  the 
result  of  the  changes  set  forth  at  paragraph  one  will  ultimately  pay  commercial 
rates.  This  should  be  achieved  through  phased  rate  increases  over  a  period  of  four 
years.  The  Postal  Service  should  be  allowed  to  accelerate  the  phase-in  during  the 
last  two  years  of  the  schedule,  without  PRC  review. 

(b)  Rates  for  the  preferred  rate  categories  will  have  to  be  increased  to  reach  the 
targeted  minimum  markup  (see  paragraph  4  above).  For  all  preferred  rate  categories 
except  in-county,  these  increases  should  be  phased  over  a  two-year  period;  in-county 
rates  should  be  increased  to  cover  minimum  markups  immediately.  These  increases 
can  be  reduced  or  deferred  if  Congress  appropriates  funds  in  excess  of  that  nec- 
essary to  cover  free-for-the-blind. 

(c)  The  changes  in  eligibility  for  the  in-county  rate  and  the  library  rate  would  take 
effect  immediately. 

(d)  The  restrictions  on  types  of  eligible  mail  would  take  effect  immediately. 

Comment:  The  phase-ins  are  intended  to  avoid  "rate  shock"  for  mailing  organiza- 
tions that  have  long  used  the  reduced  and  subsidized  rates  but  would  no  longer  be 
able  to  do  so.  The  phasing  schedules  differ  in  length  to  reflect  the  relative  increases 
that  affected  mailers  will  experience.  There  is  no  reason  to  give  such  protection  in 
the  case  of  the  in-county  and  library  rates  because  those  rates  are  being  used  by 
for-profit  businesses  and  the  increases  are,  in  any  event,  modest.  During  the  period 
of  the  phase-in,  the  rates  for  phased  mailers  will  effectively  be  subsidized  by  com- 
mercial mailers,  and  the  Postal  Service  should,  therefore,  have  the  power  to  acceler- 
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ate  the  phasing  schedule  for  the  last  two  years  if  general  economic  conditions  and 
the  Postal  Service's  financial  condition  so  warrant. 

Response  to  Questions  Submitted  by  Hon.  Constance  A.  Morella  to  Ian 

Volner 

Question  1.  Last  week,  this  Committee  heard  from  the  Chairman  of  the  Postal 
Rate  Commission  (PRO  that  on  occasion  they  have  had  difficulty  obtaining  reliable, 
accurate  data  from  the  Postal  Service,  which  is  necessary  for  them  to  adequately 
perform  their  statutory  duties.  Do  you  believe  a  legislative  solution  to  this  problem 
is  necessary? 

Answer.  The  Advertising  Mail  Marketing  Association  (AMMA)  does  not  believe 
that  a  legislative  mechanism  to  assure  that  the  Postal  Rate  Commission  has  access 
to  reliable,  accurate  data  is  necessary  at  the  present  time.  The  Postal  Rate  Commis- 
sion and  mailers  do  need  information  that  is  uniquely  within  the  control  of  the  Post- 
al Service.  In  the  context  of  pending  proceedings,  the  Commission  has  power  under 
the  statute  and  the  rules  of  evidence  to  impose  sanctions  if  the  Postal  Service  re- 
fuses to  respond  to  legitimate  discovery  requests  whether  made  by  the  Commission 
or  other  parties  to  its  proceedings.  By  and  large  the  discovery  process  has  worked 
reasonably  well.  The  disagreements  between  the  Postal  Rate  Commission  and  the 
Postal  Service  with  respect  to  the  disclosure  of  information  between  proceedings  has 
centered  not  so  much  on  what  information  should  be  turned  over  to  the  Rate  Com- 
mission but,  rather,  on  what  types  of  information  the  Postal  Service  should  collect 
and  how  it  should  be  compiled.  These  kinds  of  disagreements  do  not  lend  themselves 
to  a  legislative  solution.  AMMA  would  prefer  to  see  these  kinds  of  matters  resolved 
amicably  between  the  Rate  Commission  and  the  Postal  Service. 

Question  2.  The  Rate  Commission  is  presently  conducting  a  study  on  the  feasibil- 
ity of  creating  a  class  of  mail  for  mailers  who  utilize  recycled  paper,  would  you  sup- 
port this  separate  class  of  mail? 

Answer.  AMMA  is  strongly  opposed  to  the  creation  of  a  class  of  mail  or  the  estab- 
lishment of  discounts  for  the  benefit  of  mailers  who  use  "recycled"  paper.  We  have 
submitted  comments  to  the  Postal  Rate  Commission  detailing  our  reasons  for  this. 
Briefly,  the  facts  show  that  mail  is  only  a  very  small  part  of  the  environmental  pol- 
icy debate  and  cannot  be  treated  separately  from  the  broader,  more  basic  issues  in- 
volved; that  postal  ratemaking  is  a  wholly  inappropriate  forum  for  assessing  the  so- 
cial benefits  and  costs  of  recycling;  and  that,  in  any  event,  there  is  no  practical  way 
to  administer  a  system  of  reduced  rates  based  upon  recycled  paper  because  there 
is  no  agreed  upon  definition  of  what  constitutes  recycled  paper  and  because  the 
costs  of  administration  of  such  standards  (even  if  they  existed)  would  be  prohibited. 

Question  3.  Last  year,  the  major  focus  of  these  hearings  was  to  analyze  the  rec- 
ommendations of  the  task  force  on  postal  ratemaking  reform,  and  to  hear  comments 
and  criticisms  from  the  entire  postal  community  on  that  proposal.  Do  you  believe 
this  Committee  should  move  forward  on  ratemaking  reform  or  has  the  time  past  for 
making  substantial  changes  in  the  Postal  Reorganization  Act  of  1970? 

Question  4.  Is  it  possible  to  institute  ratemaking  reform  without  legislation? 

Answer.  AMMA  is  strongly  committed  to  the  principle  that  ratemaking  reform  is 
both  necessary  and  appropriate.  Reform  can,  for  the  most  part,  the  accomplished 
without  legislation.  Unfortunately,  as  stated  in  our  testimony  to  the  Committee,  the 
Postal  Service  and  the  Postal  Rate  Commission  seem  to  have  come  to  an  impasse 
on  this  topic.  We  hope  that  the  Committee  will  urge  both  parties,  in  the  strongest 
possible  terms,  to  move  forward  with  proceedings  looking  toward  reform  of  the  rate- 
making  process. 

Question  5.  Do  you  believe  the  Board  of  Governors  of  the  Postal  Service  should 
take  a  more  active  role  in  some  decisions  of  postal  management? 

Answer.  It  is  AMMA's  belief  that  the  Board  of  Governors  of  the  Postal  Service 
should  function,  as  closely  as  possible,  like  the  Board  of  Directors  of  a  private  sector 
organization  with  particular  emphasis  and  focus  upon  the  interests  and  concerns  of 
users  of  the  postal  system.  That  is,  the  Board  should  set  policy  goals  and  objectives 
for  the  Postal  Service  and  should  monitor  the  Postal  Service's  performance  to  see 
to  it  that  these  goals  and  standards  are  met  and,  if  not,  to  determine  why  not.  Al- 
though the  line  between  micro-management  and  leadership  may  sometimes  be  dif- 
ficult to  draw,  well  run  corporations  in  the  private  sector  have  successfully  done  so. 
It  is  AMMA's  belief  that  an  appropriate  balance  between  the  responsibilities  of  the 
Board  of  Governors  and  that  of  postal  management  can  be  established  and  pre- 
served. 

Question  6.  Do  you  feel  the  Postal  Service  2  and  6  program  in  combination  with 
route  restructuring  is  providing  successful? 
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Answer.  AMMA  has  not  examined  the  route  restructuring  or  2  and  6  programs 
and  is  not  able  to  comment  specifically  on  these  management  initiatives.  However, 
as  we  pointed  out  in  our  testimony,  the  Postal  Service  has  done  a  remarkable  job 
of  maintaining  service  quality  despite  the  overhaul  of  its  organizational  and  oper- 
ational structure.  In  the  last  analysis,  from  the  mailer's  perspective,  what  matters 
is  service  quality  and  cost,  rather  than  how  the  Postal  Service  chooses  to  configure 
its  routes  and  systems. 

Question  7.  The  Postal  Service  is  in  the  midst  of  a  complete  overhaul  of  the  exist- 
ing classifications  of  mail,  do  you  believe  mailing  classifications  need  to  be  rede- 
fined? 

Answer.  The  basic  structure  of  the  mail  classification  system  has  not  changed, 
and  has  not  been  closely  examined,  in  over  three  decades.  Although  changes  to  the 
classification  system  have  been  made  during  those  years,  they  have  been  largely  in- 
cremental and  introduced  in  response  to  particular  needs  or  interests  rather  than 
as  a  part  of  a  comprehensive  program.  The  AMMA  therefore  supports  the  efforts 
of  Postal  Service  management  to  conduct  a  top-to-bottom  review  and  reevaluation 
of  the  mail  classification  system  in  cooperation  with  the  mailing  community  itself. 
To  the  extent  that  these  discussions  and  deliberations  produce  proposed  changes 
that  contribute  to  the  efficiency  and  utility  of  the  postal  system  and  to  the  interests 
of  mailers,  we  are  confident  that  the  proposals  will  receive  the  support  of  the 
AMMA  membership. 

Question  8.  The  Postal  Service  has  asked  the  Rate  Commission  for  a  new  class 
of  mail  for  bulk,  automation  compatible  small  parcels,  are  you  supportive  of  this 
new  class  of  mail? 

Answer.  AMMA  has  actively  supported  the  proposal  for  a  bulk,  automation  com- 
patible small  parcel  service  and  has  participated  in  the  proceedings  before  the  Com- 
mission on  this  matter. 

Question  9.  The  Postal  Service  revenue  foregone  proposal  includes  contributing 
$29  million  to  itself  to  make  up  for  past  costs  incurred.  Do  you  believe  this  is  appro- 
priate and  do  you  believe  that  revenue  foregone  will  be  funded  at  the  $29  million 
level  for  years  to  come? 

Answer.  AMMA  strongly  believes  that  it  is  both  necessary  and  appropriate  for  the 
Congress  to  provide  funds  to  the  Postal  Service  to  make  up  for  the  losses  the  Postal 
Service  incurred  as  the  result  of  appropriate  measures  which  drastically  cut  the  rev- 
enue foregone  appropriation  but  prohibited  the  Postal  Service  from  increasing  the 
preferred  rates  to  offset  this  loss  of  revenues.  Unless  these  monies  are  restored,  the 
Postal  Service's  lost  revenue  will  ultimately  be  passed  on  to  all  mailers,  and  in  par- 
ticular commercial  mailers,  in  the  form  of  increased  rates  to  the  detriment  of  the 
postal  system  and  the  American  economy.  We  recognize  that  the  amortization 
schedule,  at  $29  million  a  year,  does  not  provide  the  Postal  Service  with  the  monies 
on  a  timely  basis;  we  hope  and  trust  that  future  Congress'  will  five  up  to  the  com- 
mitment to  restore  these  funds  and  will  do  so  on  an  accelerated  basis. 

Question  10.  Do  you  believe  it  is  inevitable  that  "revenue  foregone"  will  be  e'imi- 
nated? 

Question  11.  Most  of  today's  testimony  clearly  supports  the  Postal  Service  pro- 
posal regarding  revenue  foregone,  are  you  willing  to  work  with  this  Committee  to 
foster  a  compromise  that  might  be  somewhat  less  destructive  to  the  nonprofit  orga- 
nizations across  this  country? 

Answer.  AMMA  has  consistently  supported  the  principle  that  this  nation  can  af- 
ford to  maintain  subsidized  and  reduced  rates  in  support  of  educational,  cultural, 
and  charitable  undertakings.  AMMA  has  consistently  advocated  full  funding  of  the 
revenue  foregone  subsidy.  We  have  also  maintained,  for  a  number  of  years,  that  re- 
form of  the  conditions  of  eligibility  for  preferred  rate  mailings  is  imperative  if  the 
legitimacy  and  credibility  of  the  reduced  rates  system  is  to  be  restored  and  main- 
tained. Unfortunately,  the  budget  deficit  crisis  and  prevailing  economic  conditions 
make  it  somewhat  unrealistic  to  hold  to  these  principles.  The  reform  legislation  re- 
ported by  the  Committee  and  passed  by  the  House  of  Representatives  is,  in  AMMA's 
view,  an  honorable  compromise. 

Miss  Collins.  Thank  you,  Mr.  Volner. 

David  Todd. 

Mr.  Todd.  Thank  you,  Madam  Chairman.  I'm  David  Todd.  I'm 
here  on  behalf  of  the  Mail  Order  Association  of  America. 

The  Mail  Order  Association's  members  make  heavy  use  of  first, 
third,  and  fourth  class  mail.  What  unites  them  is  that  they  are  all 
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companies  for  whom  mail  rates  represent  a  significant  element  of 
the  cost  of  doing  business. 

In  that  sense,  although  MOAA  is  relatively  small,  we  think  we 
are  a  microcosm  of  the  dilemma  which  is  facing  this  committee  in 
terms  of  establishing  a  sound  policy.  The  debate  on  the  issue  of 
revenue  forgone  has  simply  become  shifted  to  the  wrong  issue. 

The  problem  with  the  solutions  which  are  now  being  debated  is 
that  they  all,  in  some  measure  or  another,  shift  costs  to  a  relatively 
small  segment  of  American  society,  rather  than  what  was  intended 
by  Congress  initially,  that  the  worthy  causes  benefitting  from  sub- 
sidized rates  should  be  borne  by  the  society  as  a  whole.  And  we 
must  keep  that  fundamental  issue  central  in  this  debate  if  we  are 
not  to  come  up  with  the  wrong  solution. 

The  Postmaster  General  in  testimony  before  the  Appropriations 
Committee  properly  referred  to  any  shifting  of  this  cost  to  other 
mailers  as  a  hidden  stamp  tax.  It  should  not  be  permitted. 

MOAA  would  like  to  join  the  other  witnesses  in  complimenting 
the  Postal  Service  on  its  leadership  and  what  has  been  achieved 
over  the  last  few  months,  much  of  it  achieved  at  considerable  pain 
to  postal  employees,  a  pain  which  is  going  to  go  for  naught  if  the 
proposals  which  are  being  considered  by  this  committee  result  in 
shifting  huge  amounts  of  costs  to  the  Postal  Service  to  be  borne  by 
other  than  nonprofit  mailers. 

The  Congress  has  for  the  last  few  years  determined  for  its  own 
reasons,  because  of  budget  pressures,  that  it  would  not  fund  the 
full  amount  of  revenue  forgone.  The  administration  now  suggests 
that  this  is  an  inefficient  way  of  going  about  solving  the  question 
of  how  to  provide  support. 

Again,  however,  the  problem  is  the  Congress  hasn't  been  willing 
to  face  up  to  the  real  dilemma,  which  is  "Are  these  organizations 
worthy  of  this  kind  of  subsidy?"  And  if  so,  it  should  be  a  burden 
borne  by  the  whole  of  society,  not  a  relatively  small  number  of  com- 
panies. Congress  has,  instead,  prohibited  the  Postal  Service  from 
doing  that  which  the  Postal  Reorganization  Act  contemplates, 
which  is  to  raise  the  nonprofit  rates  sufficiently  to  make  up  the  dif- 
ference. 

MOAA  also  supports  the  USPS  proposal  in  the  sense  that  we  at 
least  support  the  fact  that  the  Postal  Service  recognizes,  as  is  made 
clear  in  Postmaster  Runyon's  statement,  that  what  Congress  has 
done  is  very  bad  policy  and  very  bad  economics. 

We  also  think  that  the  Postal  Service  proposal,  which  has  been 
widely  circulated,  is  a  step  in  the  right  direction.  We  would  point 
out,  however,  that  that  proposal  contemplates  a  $900  million  un- 
funded liability  which  would  be  amortized  over  a  30-year  period  by 
future  congressional  appropriations.  We  suggest  that  that  is  a  very 
risky  proposition  and  one  which,  even  if  the  Postal  Service  proposal 
were  accepted  exactly  as  has  been  proposed,  would  entail  a  consid- 
erable risk  and  burden  to  other  than  nonprofit  mailers. 

Ms.  Lewis  of  the  National  Society  of  Fund  Raising  Executives  in 
testimony  earlier  this  morning  posed  a  series  of  rhetorical  ques- 
tions, all  of  which  began  with  "If  we  as  a  society."  They  were  good 
questions  and  the  answers  should  be  answered  by  this  committee. 
And  they  really  do  accurately  put  before  this  committee  the  di- 
lemma which  you  face,  which  is  if  we  as  a  society  believe  that  these 
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organizations  need  to  be  subsidized,  we  as  a  society  should  sub- 
sidize them. 

Unfortunately,  the  question  has  been  asked  "If  we  as  a  society" 
and  then  the  answer  has  been,  "No.  As  a  society,  Congress  has  cho- 
sen not  to  subsidize  them,  but  has,  instead,  chosen  to  impose  these 
very  large  costs  upon  a  very  narrow  segment  of  American  society." 
That's  bad  policy,  bad  economics.  And  we  urge  that  this  committee 
not  head  further  in  that  direction. 

Thank  you  very  much.  That  concludes  my  statement. 

[The  prepared  statement  of  Mr.  Todd  follows:] 

Prepared  Statement  of  David  C.  Todd,  Counsel,  Mail  Order  Association  of 

America 

introduction 

Mr.  Chairman,  my  name  is  David  C.  Todd.  I  am  counsel  for  the  Mail  Order  Asso- 
ciation of  America.  The  members  of  the  Association  are  Lands'  End,  Inc.,  L.L.  Bean, 
Inc.,  J.C.  Penney  Co.,  Inc.,  Sears,  Roebuck  &  Co.,  Spiegel,  Inc.  and  Warshawsky  & 
Co. 

The  Mail  Order  Association  of  America  is  unique  in  a  number  of  respects.  The 
Association  accounts  for  a  large  volume  of  mail,  collective  postage  costs  approximate 
$700  million  per  annum,  despite  the  small  number  of  members.  Further,  MOAA 
consists  exclusively  of  mailers;  companies  which  actually  pay  postage  costs.  Finally, 
our  members  make  heavy  use  of  first-,  third-  and  fourth-class  mail,  and  the  Associa- 
tion, therefore,  is  vitally  concerned  with  ensuring  that  postal  costs  be  allocated  prop- 
erly and  also  ensuring  that  mailers  not  be  required  to  pay  costs,  such  as  subsidies 
for  nonprofit  mail,  which  are  no  their  responsibility. 

We  come  before  this  Committee  at  a  time  when  mailers  have  been  encouraged  by 
the  efforts  of  postal  management  to  stop  the  cycle  of  severe  rate  increases.  The  large 
rate  increases  over  the  last  few  years  have  been  exceedingly  harmful  to  those  com- 
panies dependent  upon  the  mails  and  have  also  resulted  in  an  erosion  of  mail  vol- 
umes. The  increases  have  been  particularly  large  for  catalogs  which  are  of  crucial 
importance  to  MOAA  member  companies.  Fortunately,  Postmaster  General  Runyon 
has  announced  that  it  is  his  intention  to  hold  prices  at  their  current  levels  at  least 
through  1995,  with  the  hope  that  he  will  be  able  to  continue  to  hold  prices  constant 
for  an  even  longer  period. 

MOAA  would  like  to  go  on  record  as  expressing  its  appreciation  not  only  for  the 
leadership  of  Postmaster  General  Marvin  Runyon  in  attempting  to  grapple  with  the 
severe  problems  the  Postal  Service  has  faced  over  these  last  few  years,  but  also  for 
Postal  employees  at  every  level,  managerial,  supervisory  and  rank  and  file.  They 
have  coped  admirably  with  the  drastic  changes  which  have  taken  place  over  the  last 
few  months.  Despite  having  to  adjust  to  a  major  reorganization  and  a  large  loss  of 
employees,  the  mail  was  delivered  and  service  standards  maintained  during  the  crit- 
ical Christmas  season.  All  Postal  employees,  from  the  top  down,  rightfully  should 
be  given  high  praise  for  the  achievement. 

Unfortunately,  we  also  come  before  this  Committee  at  a  time  when  actions  by  the 
Congress  on  revenue  forgone  and  "interest"  charges  could  severely  jeopardize  a  sub- 
stantial part  of  the  gains  which  have  been  by  the  Postal  Service.  The  combined  ef- 
fects of  revenue  forgone  deficits  and  "interest"  charges  could  result  in  costing  the 
Postal  Service  in  excess  of  $2  billion. 

revenue  forgone 

In  testimony  before  the  House  Appropriations  Subcommittee  on  Treasury,  Postal 
Service,  and  General  Government  Appropriations,  Postmaster  General  Runyon  sum- 
marized the  current  dilemma.  During  fiscal  years  1991  through  1993  there  has  been 
a  revenue  forgone  shortfall  of  over  $500  million.  An  additional  $531  million  is  need- 
ed for  fiscal  year  1994,  bringing  the  total  to  more  than  $1  billion.  As  stated  by  Post- 
master General  Runyon,  if  the  issue  is  not  resolved,  "it  will  impact  all  mailers 
through  a  large  general  rate  increase." 

The  Administration  has  requested  that  revenue  forgone  for  fiscal  year  1994  be 
limited  to  $92  million,  a  shortfall  of  over  $400  million  for  fiscal  year  1994  alone. 
This  decision  appears  to  have  been  made,  at  least  in  part,  because  of  a  conclusion 
that  the  subsidization  of  postal  costs  is  an  inefficient  and  inappropriate  way  of  sub- 
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sidi/.ing  nonprofit  organizations.  It  also  reflects  concerns  that  inappropriate  groups 
take  part  in  the  subsidy. 

Whatever  decision  is  made  upon  the  difficult  issue  of  whether  to  appropriate  the 
full  amount  needed  for  the  subsidy,  it  as  essential  that  the  Congress  not  continue 
the  pattern  of  less  than  full  funding  while  at  the  same  time  prohibiting  the  Postal 
Service  from  increasing  nonprofit  rates  in  an  amount  sufficient  to  make  up  the 
shortfall.  If,  as  the  Administration  has  concluded,  it  is  bad  policy  to  subsidize  non- 
profit mail  rates  from  public  funds,  it  is  even  worse  policy  to  require  that  the  sub- 
sidy be  paid  by  other  mailers.  The  effect  has  been  rightfully  described  by  Postmaster 
General  Runyon  as  a  hidden  "stamp  tax."  Further,  that  tax  would  be  paid  by  that 
relatively  small  segment  of  the  economy  heavily  dependent  upon  the  Postal  Service 
and  for  whom  postage  costs  represent  a  significant  portion  of  total  costs.  If  nonprofit 
organizations  are  to  be  subsidized,  the  subsidization  should  come  from  all  taxpayers. 

There  should  be  no  shifting  of  the  cost  of  the  subsidy  to  other  mailers.  The  con- 
cern of  the  nonprofit  mailers  about  any  decision  to  reduce  or  terminate  the  subsidy 
is  understandable.  Negative  decisions  by  the  Administration  and  Congress  about  the 
worth  of  subsidized  rates,  however,  should  not  result  in  requiring  all  other  mailers 
to  subsidized  nonprofit  postage  costs.  Those  who  are  paying  the  full  cost  of  their 
mail  ought  not  be  asked  to  do  that  which  Congress  refuses  to  do.  Any  action  which 
shifts  any  portion  of  the  nonprofit  cost  burden  to  other  rate  payers  would  be  a  mis- 
take. 

Reforms  to  the  nonprofit  mailing  privilege  have  been  suggested  including  those 
which  would  serve  to  reduce  the  amount  of  revenue  forgone  by  eliminating  from  the 
nonprofit  category  materials  which  are  essentially  advertising  or  otherwise  commer- 
cial in  nature.  Such  steps  would  serve  to  narrow  the  problem  and  at  least  would 
begin  to  bring  into  concurrence  the  amounts  which  Congress  appears  to  be  willing 
to  appropriate  for  revenue  forgone  with  the  amount  of  the  subsidy  needed  for  those 
groups  for  whom  nonprofit  rates  are  rightfully  provided.  We  would  hope  that  the 
nonprofit  groups  themselves  would  pursue  these  reforms  to  alleviate  current  dif- 
ficulties. 

MOAA  is  sympathetic  with  the  fact  that  nonprofit  groups  have  become  accus- 
tomed to  subsidized  postage  rates  and  recognize  that  there  may  need  to  be  some 
phasing  in  of  the  requirement  that  full  rates  be  paid  by  those  groups  rightfully  enti- 
tled to  nonprofit  rates.  Again,  however,  this  should  be  done  in  a  way  which  pre- 
cludes any  of  the  cost  burden  from  being  shifted  to  other  rate  payers. 

"interest"  charges 

The  next  issue  is  the  question  of  the  "interest"  charges  which  have  been  proposed 
in  the  Administration's  budget.  This  is  a  gimmick  designed  to  bolster  the  federal 
budget  by  taking  from  the  Postal  Service  funds  which  it  should  not  be  required  to 

Eay.  This  kind  of  raid  on  mail  revenues  can  only  exacerbate  the  difficulties  faced 
y  the  Postal  Service,  and  as  stated  earlier,  threatens  to  undermine  the  steps  which 
have  been  taken  by  PMG  Runyon  to  bring  about  a  more  efficient  Postal  Service. 

ADVERSE  RESULTS 

The  actions  taken  by  the  Congress  on  "interest"  charges  and  revenue  forgone  rep- 
resent a  serious  threat  to  the  Postal  Service  and  mailers.  As  Postmaster  General 
Runyon  has  made  clear,  if  the  Congress  takes  steps  that  impose  large  new  costs 
upon  the  Postal  Service,  there  will  be  no  choice  but  for  him  to  seek  a  rate  increase 
to  make  up  the  lost  revenues.  That  would  be  self-defeating  by  losing  volume  and 
customers.  We  hope,  Mr.  Chairman,  that  you  and  your  Committee  will  work  to  en- 
sure that  that  does  not  become  necessary. 

REFORM  PROPOSALS 

We  are  aware  that  this  Committee  has  expressed  its  desire  to  arrive  at  a  solution 
to  the  revenue  forgone  issue.  We  also  understand  that  the  solution  must  be  pre- 
mised upon  less  than  full  Congressional  funding  for  the  nonprofit  subsidy.  The  Post- 
al Service  has  circulated  a  transitional  proposal  designed  to  solve  the  dilemma.  The 
three  principal  elements  of  the  proposal  are  (1)  eligibility  reforms  to  be  put  into  ef- 
fect immediately,  (2)  a  three  year  phase-in  to  full  rates  for  nonprofit  materials  re- 
maining eligible  arid  (3)  a  long-term  retirement  of  the  revenue  forgone  deficit. 

MOAA  appreciate  the  leadership  which  the  Postal  Service  is  giving  in  trying  to 
resolve  this  issue.  Generally,  we  believe  that  the  USPS  proposal  is  sound.  The  pro- 
posal, however,  anticipates  that  transitional  measures  plus  prior  revenue  forgone 
deficits  will  result  in  a  cumulative  deficit  of  nearly  $900  million.  That  deficit  would 
be  retired  over  a  period  of  thirty  years  from  Congressional  appropriations.  We  are 
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concerned  that,  at  a  minimum,  this  would  impose  an  interim  burden  on  the  Service. 
More  fundamentally,  we  are  concerned  that  necessary  funds  may  not  be  appro- 
priated by  the  Congress.  MOAA,  therefore,  recommends  that  any  statutory  changes 
to  implement  the  proposal  explicitly  require  that  any  future  failure  of  appropria- 
tions would  be  the  sole  responsibility  of  nonprofit  mail. 

CONCLUSION 

In  conclusion,  Mr.  Chairman,  I  know  that  you  are  aware  that  the  organizational 
changes  which  have  been  brought  about  under  the  leadership  of  Postmaster  General 
Runyon  have  not  been  without  cost.  The  lives  of  many  loyal  and  long-serving  Postal 
employees  have  been  disrupted  by  these  changes  and  it  is  a  process  which  nas  not 
yet  been  completed.  How  unfortunate  it  would  be  if  actions  by  this  Committee  and 
Congress  would  render  those  sacrifices  as  having  been  made  in  vain  by  undermining 
the  cost  savings  which  have  been  achieved.  Again  quoting  Postmaster  General  Run- 
yon, "erroneous  Congressional  action  on  revenue  forgone  wouldn't  be  fair  to  postal 
employees  whose  hard  work  and  commitment  to  improving  our  performance  and 
raising  the  value  of  our  services  will  be  undercut  by  these  actions." 

Thank  you  Mr.  Chairman  and  members  of  the  Committee  for  this  opportunity  to 
present  the  views  of  the  Mail  Order  Association  of  America. 

Miss  Collins.  That  was  a  good  statement  to  conclude  on.  So 
thank  you,  Mr.  Todd. 

Timothy  May  from  the  Parcel  Shippers  Association? 

Mr.  May.  Yes.  Madam  Chairman,  I  am  the  general  counsel  of  the 
Parcel  Shippers  Association,  an  organization  that  primarily  uses 
the  Postal  Service  for  shipping  parcels.  They  are  also  major  users 
of  third  class  mail. 

I  would  point  out,  in  terms  of  commenting  on  the  restructuring 
of  the  Postal  Service,  that  just  last  June,  when  I  testified  before 
this  same  committee,  the  Postal  Service  was  in  dire  shape.  Volume 
had  declined.  Costs  were  up.  Revenues  were  down.  Mailers  had 
been  hit  with  two  successive  rate  increases  far  in  excess  of  infla- 
tion. 

Less  than  a  year  later,  under  Postmaster  General  Runyon's  reor- 
ganization efforts,  the  whole  place  has  been  turned  around.  The  bu- 
reaucracy has  been  shaken  up,  all  kinds  of  management  levels 
stripped  away.  You  have  a  much  more  customer-oriented  Postal 
Service  from  top  to  bottom.  And  our  members  are  very  pleased 
with  the  result. 

This  was  purchased  with  a  lot  of  pain.  Some  47,000  employees 
had  their  careers  terminated,  many  of  them  far  sooner  than  it 
should  have  happened,  great  pain  for  them  and  for  their  families. 
Many  of  these  people  believe  they  were  coerced  into  retirement. 
But  given  the  circumstances,  we  think  the  PMG  did  an  extraor- 
dinary job  in  downsizing  this  institution. 

What  we  are  concerned  about  now  is  the  dilemma  that  this  Con- 
gress and  others  face  as  to  what  to  do  about  these  nonprofit  sub- 
sidies. If  not  faced  squarely,  it  could  have  the  effect  of  wiping  out 
all  of  the  gains.  The  half  billion  dollars  or  so,  that  the  Postal  Serv- 
ice believes  it  saved  through  these  forced  retirements  of  47,000  em- 
ployees, the  entire  gain  from  that  will  be  handed  over  to  the  non- 
profit organizations  who  mail  at  subsidized  rates,  subsidized  not  as 
they  should  have  been  by  Congress  through  appropriations,  but 
subsidized  by  my  members  and  other  users  of  the  postal  system. 

In  other  words,  all  of  the  gain  reaped  by  the  pain  and  suffering 
of  these  47,000  retired  employees  will  be  handed  over  to  hundreds 
of  thousands  of  nonprofit  organizations  so  they  can  continue  doing 
business  as  they  have  in  the  past. 
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These  hundreds  of  thousands  of  nonprofits  are  unknown  to  our 
members.  We  don't  know  who  they  are.  We  don't  know  what  they 
do.  Congress  doesn't  know  what  they  do.  Congress  has  never  exam- 
ined whether  they  deserve  to  be  subsidized.  There  isn't  any  forum 
in  which  the  competition  for  these  scarce  public  monies  can  be  ad- 
judicated. 

What  you  have  is  a  situation  where  each  one  of  these  hundreds 
of  thousands  of  organizations  decides  for  themselves  how  much  of 
the  subsidy  they'll  claim. 

There  isn't  any  theoretical  cap  on  how  much  it  could  cost.  Any 
one  of  these  organizations  could  decide  they're  going  to  send  a  bil- 
lion pieces  of  mail  at  nonprofit  rates,  and  there's  nothing  anyone 
can  do  about  it. 

Now,  for  the  past  few  years,  Congress  has  been  unwilling  to  suf- 
fer the  wrath  of  the  nonprofits  and  deal  with  it  by  allowing  postal 
rates  to  rise  as  the  law  commands.  You,  the  Congress,  and  the  ad- 
ministrations have  taken  the  easy  way  out  and  said  we'll  make  the 
Post  Office  pay  for  it. 

Well,  the  Post  Office  doesn't  pay  for  it.  The  Post  Office  simply 
charges  our  members  higher  postal  rates.  We  pay  for  it.  And  we 
object,  and  our  members  are  no  longer  willing  to  subsidize  hun- 
dreds of  thousands  of  organizations,  the  identities  of  which  they 
don't  know — they  don't  know  what  they're  doing.  For  all  they  know, 
the  objectives  of  these  organizations  are  totally  contrary  to  their  in- 
terests. 

They  already  make  great  contributions  through  their  tax  base. 
They're  subsidizing  all  kinds  of  organizations  that  are  directly  ben- 
efitted through  direct  appropriations  from  Congress  through  their 
various  constituent  government  departments  and  agencies. 

President  Clinton's  economic  plan  describes  postal  subsidies  as 
an  inefficient  way  to  support  charitable  organizations.  And  I  don't 
know  of  any  reputable  economist,  with  the  exception  perhaps  of 
Ms.  Emigh,  who  believes  that's  not  the  case.  It  is  a  totally  ineffi- 
cient way  to  do  it. 

There  is  a  major  distinction  between  postal  subsidies  for  (c)(3)  or- 
ganizations and  the  additional  organizations  the  Post  Office  grants 
nonprofit  status  to  and  the  deductibility  of  contributions  made  to 
those  organizations. 

When  I  make  a  tax-deductible  contribution  to  one  of  the  chari- 
table organizations  the  IRS  has  determined  is  exempt,  that  costs 
the  treasury  revenues,  yes,  but  at  least  the  organization  itself  isn't 
in  control  of  that.  I  make  that  decision  myself  by  choosing  to  give 
to  that  organization. 

And  so  there  has  been  a  national  policy.  Yes,  it's  going  to  cost 
money  to  support  these  organizations,  but  they  are  all  out  there, 
and  we  are  going  to  let  the  public  decide  who  gets  the  benefit  and 
how  much  benefit  will  this  organization  get  from  monies  that 
would  otherwise  be  in  the  treasury. 

That  decision  is  left  in  the  hands  of  the  American  people,  where 
it  belongs.  They  make  the  decision  how  much  money  they're  going 
to  give  to  that  organization. 

With  postal  subsidies,  the  entity,  the  organization  itself,  makes 
that  decision.  It  decides  how  many  millions  of  pieces  of  mail  it  will 
send.  It  decides  how  much  they're  going  to  cost  either  the  treasury 
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or  our  members  through  higher  postal  rates.  And  we  simply  can  no 
longer  accept  a  continuation  of  that  situation. 

We  understand  that  Congress  can't  fix  this  by  itself,  that  we 
have  to  be  part  of  the  solution.  We  are  more  than  willing  to  work 
with  Congress,  the  nonprofit  organizations  to  come  to  some  accept- 
able compromise. 

We  understand  that  it  can't  be  done  overnight.  You  cannot  sud- 
denly tell  nonprofit  organizations  "You're  suddenly  going  to  have  to 
pay  40  or  50  percent  higher  rates"  if  that  should  be  the  case.  We 
understand  that  it  has  to  be  phased  in. 

The  Postal  Service  has  come  up  with  a  proposal.  It's  got  some 
bugs  in  it.  You  heard  some  of  them  this  morning.  For  example, 
well,  how  do  we  decide  who  we're  going  to  favor  and  who  we  don't? 

But  the  nonprofit  suggestion  is  even  a  worse  morass.  It's  great 
for  lawyers.  I'll  have  a  booming  business  representing  nonprofit  or- 
ganizations fighting  the  Post  Office  over  whether  or  not  they  can 
mail  what  they're  mailing  and  how  do  you  define  that.  That's  a  big 
problem. 

The  Postal  Service's  proposal  has  some  of  the  same  problems  be- 
cause it  sets  up  somebody  making  a  judgment  about  what  should 
get  mailed  and  what  shouldn't  get  mailed,  but  it's,  by  and  large, 
a  very  good  approach. 

I'm  pleased  that  the  nonprofits  have  offered  some  advance  in 
terms  of  some  compromise  as  well.  It  means  that  everybody  here 
next  to  me  is  willing  to  work  toward  a  compromise  that  doesn't 
cause  too  great  a  pain  to  anyone  else. 

But  this  won't  happen  unless  the  Congress  tells  all  the  parties, 
"We're  not  going  to  do  business  as  usual.  We're  not  just  going  to 
bury  the  problem  by  sticking  it  on  the  Post  Office,"  which  means, 
in  effect,  ultimately  higher  rates. 

Thank  you,  Madam  Chairman. 

[The  prepared  statement  of  Mr.  May  follows:] 

Prepared  Statement  of  Timothy  J.  May,  General  Counsel,  Parcel  Shippers 

Association 

My  name  is  Timothy  J.  May;  I  am  General  Counsel  of  The  Parcel  Shippers  Asso- 
ciation, a  group  of  approximately  200  businesses  which  utilize  the  United  States 
Postal  Service  and  other  carriers  to  ship  parcels  in  interstate  commerce.  Our  mem- 
bers are  heavily  reliant  upon  the  Postal  Service  as  the  principal  means  for  soliciting 
their  customers;  and  these  customers  in  turn  use  the  Postal  Service  to  place  orders 
for  merchandise,  and  to  pay  their  bills  for  that  merchandise. 

We  are  pleased  to  have  this  opportunity  to  comment  on  the  recent  restructuring 
of  the  United  States  Postal  Service  and  on  other  developments  that  may  have  a  de- 
terminative effect  on  the  future  of  the  Postal  Service.  To  understand  the  enormous 
changes  that  have  taken  place  at  the  Postal  Service  in  the  last  year  I  would  like 
to  return  to  the  testimony  I  presented  to  the  Committee  last  June.  At  that  time  I 
reported  to  this  Committee  the  following  dire  conditions;  major  mailers  were  reeling 
from  two  successive  rate  increases  that  were  far  in  excess  of  the  rate  of  inflation 
over  the  preceding  six  years;  postal  volume  had  declined;  postal  revenues  were  well 
below  plan;  and  postal  costs  were  above  plan.  Productivity  had  declined,  and,  de- 
spite the  expenditure  of  billions  of  dollars  for  automation,  automation  was  not  pro- 
ducing the  promised  cost  savings. 

Now,  less  than  a  year  later,  after  the  restructuring  of  the  Postal  Service,  the  reor- 
ganization of  its  whole  management  and  mail  processing  structure,  there  is  a  re- 
newed sense  of  mission  under  Postmaster  General  Runyon:  it  would  appear  that 
mailers  will  be  able  to  operate  for  at  least  one  more  year  without  the  fear  of  a  rate 
increase,  previously  scheduled  to  take  effect  in  early  1994;  postal  volumes  have  re- 
versed their  decline  and  are  now  on  the  increase,  as  is  postal  revenue;  and  increases 
in  postal  costs  seem  to  be  in  check.  And,  despite  the  down-sizing  of  Postal  Service 
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personnel  with  the  retirement  of  some  47,000  employees,  service  has  not  declined, 
and,  in  the  view  of  many  mailers,  has  improved. 

This  restructuring  and  down-sizing  has  not  been  without  significant  pain  for 
many  longtime  employees  and  their  families.  After  a  shaky  start,  however,  it  seems 
that  the  Postal  Service  conducted  this  reorganization  with  a  measure  of  compassion 
and  respect  for  its  employees;  and  under  the  direction  of  Postmaster  General  Run- 
yon  reached  harmonious  accords  with  the  management  organizations  and  the 
unions  to  give  a  number  of  protections  to  the  employees  remaining  in  the  Postal 
Service,  such  as  saved  pay,  and  to  date  there  have  been  no  forced  lay  offs,  although 
many  of  those  who  retired  believe  that  they  were  coerced  into  retirement. 

At  management  levels  many  layers  of  bureaucracy,  particularly  at  headquarters 
and  the  regions,  have  been  stripped  away  and  there  is  clearly  a  much  leaner  and 
more  directed  work  force,  with  a  sense  of  customer  orientation  from  top  to  bottom. 
There  are  ongoing  efforts  to  eliminate  unneeded  regulations  and  to  simplify  the  way 
mailers  do  business  with  the  Postal  Service.  And,  not  the  least,  the  PMG  has  suc- 
ceeded in  refinancing  Postal  Service  debt  with  very  large  long-term  savings  in  inter- 
est  costs. 

These  are  extraordinary  accomplishments  that  have  occurred  during  the  last  year. 

The  main  focus  of  concern  for  our  members  is  parcel  post,  although  our  members 
are  very  significant  users  of  third  class  mail.  The  Postal  Rate  Commission  rec- 
ommended and  the  Postal  Service  approved  a  new  category  of  parcel  post,  the  Des- 
tination Bulk  Mail  Center  rate.  These  new  rates,  coupled  with  the  gluttonous  rate 
increases  exacted  by  the  United  Parcel  Service  monopoly,  have  combined  to  permit 
the  Postal  Service  to  recoup  a  significant  volume  of  lost  parcels,  8.1%  increase  in 
FY  1991,  19.4%  in  FY  1992,  and  an  18.5%  increase  for  the  first  quarter  of  FY  1993. 

The  Postal  Service  has  proposed  another  innovative  service  offering  to  attract 
small  parcels,  a  Bulk  Small  Parcel  Service  (BSPS),  which  is  pending  for  rec- 
ommended approval  before  the  Postal  Rate  Commission  at  this  time.  If  approved  as 
proposed,  the  Postal  Service  expects  that  this  new  class  of  service  could  capture  as 
many  as  another  100  million  small  parcels. 

All  of  these  developments  are  most  encouraging  to  our  members.  But  there  is  one 
very  dark  cloud  looming  on  the  horizon  that  could  wipe  away  all  of  the  achieve- 
ments of  the  past  year  and  set  the  Postal  Service  once  again  on  a  downward  spiral 
that  could  eventually  lead  to  its  collapse  as  a  national  communications  and  delivery 
system.  That  dark  cloud  is  the  continued  efforts  of  the  Administration  (it  is  appar- 
ently irrelevant  whether  Democratic  or  Republican)  and  the  Congress  to  pillage  the 
Postal  Service  Treasury,  to  take  monies  away  from  the  Postal  Service,  and  ulti- 
mately from  the  users  of  that  Service,  in  an  effort  to  help  reduce  the  red  ink  of  the 
federal  budget  deficit. 

Over  and  over  again  successive  Administrations  and  the  Congress  have  broken 
faith  with  the  commitment  made  under  the  Postal  Reorganization  Act.  Four  times 
since  1985  the  Postal  Service  has  been  forced  to  contribute  to  a  reduction  in  the  fed- 
eral deficit  by  assuming  costs  that  had  clearly  been  agreed  were  the  obligation  of 
the  Federal  Government  and  which  the  Federal  Government  agreed  to  pay.  By  1995 
the  total  of  that  contribution  from  the  postal  treasury  to  the  federal  treasury  will 
approximate  nine  billion  dollars;  and  the  OMB  is  back  once  again,  asking  for  an- 
other billion  dollars,  this  time  to  pay  phantom  "interest"  on  those  very  same  costs 
that  the  Postal  Service  had  been  wrongfully  required  to  assume  under  the  OBRA 
of  1990,  notwithstanding  the  fact  that  the  Congress  has  since  that  time  on  two  occa- 
sions agreed  that  the  Postal  Service  has  paid  its  debt  in  full. 

For  Fiscal  Years  1991-1993,  the  Congress  appropriated  $515  million  less  than  re- 
quired in  order  to  pay  for  the  legislatively  mandated  subsidized  rated  for  non-profit 
mailers.  The  revenue  foregone  needed  to  pay  for  the  subsidized  non-profit  rates  for 
Fiscal  Year  1994  is  $531  million,  and  yet  the  new  Clinton  Administration  has  pro- 
posed to  appropriate  only  $92  million.  Thus,  we  are  looking  at  a  deficit  of  over  $1 
billion  for  revenue  foregone  for  those  four  Fiscal  Years,  all  of  which  will  have  to  be 
recouped  from  the  pockets  of  commercial  mailers  in  higher  postal  rates,  unless  the 
Congress  acts  responsibly  and  appropriates  the  money  that  it  owes  to  the  Postal 
Service 

As  noted,  the  Clinton  Budget  has  revised  a  Bush  Administration  proposal  and  has 
also  demanded  $1,041  billion,  $347  million  a  year  for  Fiscal  Years  1995-1997,  be 
paid  by  the  Postal  Service  under  the  pretext  that  this  represents  so-called  "interest" 
on  the  retiree  health  benefits  and  COLAs  paid  by  the  Government  before  those  obli- 
gations were  assumed  by  the  Postal  Service.  To  even  contest  the  preposterous  basis 
for  this  $1  billion  raid  would  be  to  give  dignity  to  what  is  outright  looting. 

What  has  become  manifestly  clear  over  the  last  several  years  is  that  the  Congress 
is  simply  unwilling,  or  unable,  to  provide  the  money  the  Postal  Service  needs  to  pay 
fully  for  the  non-profit  rate  subsidy.  Under  the  Act,  when  Congress  fails  to  appro- 
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priate  the  requisite  amount  of  money,  non-profit  rates  are  supposed  to  be  adjusted 
upward  in  order  to  make  up  for  the  revenue  shortfall.  Neither  willing  to  appropriate 
the  money,  nor  to  face  the  wrath  of  the  non-profit  mailers,  Congress  made  the 
choice  in  the  past  three  years  simply  to  pass  on  the  cost  of  the  subsidy  to  the  Postal 
Service  or,  in  effect,  to  the  users  of  the  Postal  Service,  who  will  have  to  pay  for  these 
shortfalls  through  higher  postal  rates.  If  the  Congress  continues  this  pattern,  fails 
to  provide  the  supplemental  appropriation  to  make  up  for  the  past,  refuses  to  appro- 
priate the  necessary  money  to  pay  for  non-profit  rates  for  FY  '94,  and  once  again 
prohibits  the  Postal  Service  from  increasing  non-profit  rates,  the  Postal  Service  will 
incur  a  revenue  shortfall  in  excess  of  a  billion  dollars. 

Some  non-profit  organizations  have  tired  to  suggest  to  the  Congress  that  the  Post- 
al Service  has  improperly  calculated  the  true  cost  of  handling  non-profit  mail;  that 
such  mail  costs  less  to  process  than  the  Postal  Service  says,  and,  therefore,  it  is  not 
necessary  for  the  Congress  to  appropriate  as  much  money  as  the  Postal  Service  says 
it  needs.  This,  of  course,  is  totally  without  foundation.  In  fact,  the  Congress  has  al- 
ready caused  the  Postal  Rate  Commission  to  recalculate  the  method  by  which  the 
revenue  foregone  due  from  non-profit  rates  is  calculated.  The  Postal  Reorganization 
Act  provided  that  Congress  was  to  appropriate  the  same  amount  of  institutional  cost 
that  would  have  been  borne  by  non-profit  mail  if  it  has  been  regular  rate  mail.  Since 
1988,  under  the  congressionaUy  directed  "equal  mark  up"  methodology,  the  revenue 
foregone  allocation  for  non-profit  rates  has  been  substantially  reduced  and  for-profit 
mailers  have  had  well  in  excess  of  $2  billion  of  costs  allocated  to  them  rather  than 
to  the  non-profits. 

The  Administration's  Economic  Plan,  which  calls  for  an  end  to  revenue  foregone 
funding  for  non-profits  and  other  preferred  rate  mailers,  proclaims  that  postal  sub- 
sidies for  non-profit  rates  are  "an  inefficient  means  of  supporting  charitable  and 
non-profit  organizations.  .  .  ."  We  cannot  imagine  any  reputable  economist  who 
would  disagree  with  that  finding.  Put  simply,  non-profit  postal  rates  are  an  open- 
ended  and  indiscriminate  method  of  funding  any  and  every  exempt  organization 
who  chooses  to  mail.  The  beneficiaries  of  that  funding  are  required  to  make  no  jus- 
tification to  the  Congress  for  their  share  of  scarce  public  monies;  there  is  no  theo- 
retical cap  on  the  cost  of  this  funding;  there  is  no  method  by  which  any  responsible 
entity  makes  a  judgment  as  to  which  programs  are  more  or  less  deserving  than  oth- 
ers to  be  supported  by  public  monies;  in  other  words  it  contradicts  every  tenet  of 
rational  financing  of  charitable  activity.  To  compound  this  inefficiency  and  basic  in- 
equity, Congress  has  forced  a  select  group  of  American  citizens,  that  is,  users  of  the 
United  States  postal  system,  to  pay  for  this  subsidy  by  refusing  to  appropriate  the 
money  on  the  one  hand  and  by  prohibiting  the  Postal  Service  from  raising  non-profit 
rates  on  the  other  hand. 

Our  members  can  no  longer  accept  a  situation  where  they  are  being  forced  by 
their  Government  to  subsidize  an  anonymous  group  of  non-profit  organizations,  the 
identities  of  which  are  totally  unknown  to  our  members,  the  activities  of  which  and 
the  objectives  of  which  are  totally  unknown  to  our  members,  and  possibly  antagonis- 
tic to  our  members'  interests.  Our  members  already  support  a  vast  number  of  chari- 
table activities  approved  by  the  Government  through  their  tax  dollars,  and  also 
through  their  own  voluntary  donations  to  a  variety  of  charitable  organizations  to 
which  they  have  chosen  to  give.  They  have  been  in  the  recent  past  and  are  now 
being  asked  in  the  future  to  pay  an  additional  tax  in  the  form  of  ultimately  higher 
postal  rates  so  that  this  vast  number  of  anonymous  non-profit  organizations  can 
continue  as  usual,  subsidized  with  hundreds  of  millions  of  dollars  of  their  monies. 

In  1953,  when  non-profit  postal  rates  were  first  introduced  there  were  only  12,000 
organizations  that  took  advantage  of  them.  Today  it  is  our  understanding  that  there 
are  over  400,000  organizations  eligible  to  mail  at  non-profit  rates,  and  the  number 
is  climbing. 

Those  non-profit  organizations  which  have  a  legitimate  case  to  be  made  for  tax- 
payer support  should  make  that  case  to  the  appropriate  Government  agencies  that 
are  established  to  work  with  such  organizations  and  to  further  the  objectives  of 
those  organizations.  Congress  must  stop  the  current  practice  of  allowing  any  and 
all  non-profit  organizations  to  directly  tax  the  customers  of  the  postal  system  to  pay 
for  their  activities,  whatever  they  may  be. 

Unless  the  Congress  acts  to  correct  this  situation  then  all  of  the  gains  that  have 
been  achieved  in  the  past  year,  the  savings  in  costs  of  the  Postal  Service  purchased 
through  the  forced  early  retirement  of  thousands  of  loyal  postal  workers  will  all 
have  been  traded  in  one  year  so  that  400,000  anonymous  non-profit  organizations 
can  continue  to  mail  at  subsidized  rates.  The  half  billion  dollars  saved  from  forcing 
thousands  of  postal  employees  into  early  retirement  will  be  given  to  the  non-profits 
in  order  to  help  balance  the  budget.  It  seems  to  me  that  that  result  would  be  the 
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cruelest  blow  of  all  to  those  dedicated  postal  employees  whose  promising  careers 
were  ended  before  their  time. 

Continuing  to  force  the  Postal  Service  to  absorb  these  non-profit  costs;  continuing 
to  seize  billions  of  dollars  of  postal  revenues  under  the  absurd  pretext  of  past  obliga- 
tions, will  drive  up  postal  rates  and  hasten  the  day  when  the  Postal  Service  is  no 
longer  able  to  compete  with  the  numerous  alternative  means  of  communication 
available  in  today's  technologically  advanced  society. 

The  members  of  our  Association  are  willing  to  work  cooperatively  with  the  Postal 
Service,  with  the  Congress,  and  with  the  non-profit  organizations  to  find  a  solution 
to  the  revenue  foregone  problem  with  which  we  can  all  live. 

We  understand  that  we  cannot  expect  the  Congress  by  itself  to  solve  the  problem; 
but  that  we  must  be  an  integral  part  of  the  solution.  If  the  non-profit  mailers  are 
to  pay  full  rates,  we  understand  that  there  must  be  an  opportunity  for  them  to  ad- 
just over  some  reasonable  time  to  that  inevitability.  And,  if  the  mailers  are  going 
to  be  asked  to  absorb  the  losses  of  the  past,  then  the  Congress  must  do  its  part  and 
appropriate  monies  to  mitigate  the  effect  of  that  on  the  Postal  Service  and  its  cus- 
tomers. 

Response  to  Written  Questions  Submitted  by  Hon.  William  L.  Clay  to 

Timothy  J.  May 

Question  1.  The  committee  has  been  told  that  unless  nonprofit  mail  rates  include 
the  same  percentage  contribution  to  Postal  Service  overhead  as  do  commercial  rates, 
commercial  mailers  will  be  subsidizing  nonprofit  mailers.  Do  you  agree  with  that 
statement? 

Answer.  Yes.  To  the  extent  that  Congress  dictates  a  lower  overhead  for  a  non- 
profit mailer  for  the  same  type  of  mail,  higher  rates  will  have  to  be  paid  by  commer- 
cial mailers.  That,  by  definition,  constitutes  a  subsidy. 

Question  2.  If  nonprofit  rates  reflected  one-half  the  percentage  contribution  to 
Postal  Service  overhead  of  corresponding  commercial  rates,  would  commercial  mail- 
ers be  subsidizing  nonprofit  mailers? 

Answer.  Yes,  for  the  same  reasons  stated  in  response  to  Question  1.  If  the  Postal 
Rate  Commission,  applying  existing  ratemaking  criteria,  were  to  fix  a  lower  mark 
up  for  nonprofit  mail,  then  it  could  not  be  said  that  there  was  a  subsidy.  A  subsidy 
occurs  when  ratemaking  criteria  are  ignored  and  a  lower  mark  up  is  congressionally 
mandated. 

Question  3.  Current  postal  rates  are  established  so  that  first-class  mail  rates  in- 
clude a  higher  percentage  contribution  to  Postal  Service  overhead  than,  for  example, 
bulk  third-class  rates.  Are  first-class  mailers  subsidizing  third-class  mailers? 

Answer.  The  predicate  for  the  question  is  not  exactly  accurate.  The  Postal  Rate 
Commission  has  enunciated  in  the  last  two  rate  cases,  that  as  a  matter  of  policy 
the  mark  up  for  first  class  and  third  class  should  be  approximately  the  same.  Even 
granting  the  assumption  that  first  class  is  marked  up  more  than  third  class,  third 
class  could  not  be  said  to  be  receiving  a  subsidy  since  such  a  lower  mark  up  would 
be  a  result  of  the  application  by  the  Rate  Commission  of  the  existing  rate  criteria. 
The  subsidy  occurs  when,  for  other  reasons,  a  lower  mark  up  for  a  particular  kind 
of  mailer  or  class  is  dictated  in  disregard  of  the  ratemaking  criteria. 

Question  4.  If  your  responses  to  Questions  1,  2,  and  3  are  not  either  all  "yes  or 
all  "no",  please  explain  the  differences  in  your  responses. 

Answer.  The  reasons  have  been  supplied  in  responses  to  the  first  three  questions. 

Response  to  Written  Questions  Submitted  by  Hon.  Constance  A  Morella  to 

Timothy  J.  May 

Question  1.  Last  week,  this  committee  heard  from  the  chairman  of  the  Postal  Rate 
Commission  (PRO  that  on  occasion  they  have  had  difficulty  obtaining  reliable,  accu- 
rate data  from  the  Postal  Service,  which  is  necessary  for  them  to  adequately  per- 
form their  statutory  duties.  Do  you  believe  a  legislative  solution  to  this  problem  is 

necessary?  ..    ..        mv 

Answer.  I  do  not  believe  a  legislative  solution  is  necessary  at  this  tune.  1  he  cur- 
rent statute  imposes  a  reporting  obligation  on  the  Postal  Service  which  the  Postal 
Service  has  simply,  on  occasion,  willfully  ignored.  The  public  would  be  better  served 
through  an  insistence  by  the  responsible  Congressional  Committees  that  the  Postal 
Service  respond  to  its  current  statutory  obligations.. 

Question  2.  The  Rate  Commission  is  presently  conducting  a  study  on  the  feasibil- 
ity of  creating  a  class  of  mail  for  mailers  who  utilize  recycled  paper,  would  you  sup- 
port this  separate  class  of  mail.? 

Answer.  I  would  not  favor  the  creation  by  the  Postal  Rate  Commission  of  a  sepa- 
rate class  of  mail  for  mailers  utilizing  recycled  paper.  That  would  violate  the  current 


145 

statutory  ratemaking  scheme.  I  would  oppose  legislation  authorizing  the  creation  of 
such  a  class  because  it  would  involve  an  unprecedented  interference  by  the  Congress 
in  the  business  affairs  of  a  selected  group  of  businesses,  that  is,  mailers.  All  kinds 
of  businesses  utilize  paper  in  the  operations  of  their  business  and  would  not  be  ef- 
fectively taxed  by  the  federal  government  for  their  failure  to  use  recycled  paper.  We 
see  no  justification  for  singling  out  mailers  among  all  of  the  business  community 
for  such  a  punitive  measure.  On  the  other  hand,  as  the  American  people  become 
more  sensitive  to  the  social  value  of  the  utilization  of  recycled  paper,  and  express 
that  sentiment  in  their  consumer  choices,  it  can  be  expected  that  mailers,  as  well 
as  other  businesses  will  find  that  it  is  good  business  to  utilize  recycled  paper.  Re- 
forms in  business  behavior  of  this  kind  should  be  generated  by  the  marketplace  and 
not  by  governmental  interference. 

Question  3.  Last  year,  the  major  focus  of  these  hearings  was  to  analyze  the  rec- 
ommendations of  the  task  force  on  postal  ratemaking  reform,  and  to  hear  comments 
and  criticisms  from  the  entire  postal  community  on  that  proposal.  Do  you  believe 
this  committee  should  move  forward  on  ratemaking  reform  or  has  the  time  past  for 
making  substantial  changes  in  the  Postal  Reorganization  Act  of  1970? 

Answer.  It  has  long  been  the  PSA's  position  that  ratemaking  reforms  were  need- 
ed, some  of  which  could  be  accomplished  without  legislation,  but  others,  such  as  the 
deregulation  of  nonmonopoly  classes  of  mail,  would  require  legislation.  We  do  not 
believe  that  the  time  has  passed  for  making  some  changes  in  the  Postal  Reorganiza- 
tion Act. 

Question  4.  Is  it  possible  to  institute  ratemaking  reform  without  legislation? 

See  answer  to  Question  3. 

Question  5.  Do  you  believe  the  Board  of  Governors  of  the  Postal  Service  should 
take  a  more  active  role  in  some  decisions  of  postal  management? 

Answer.  The  Board  of  Governors,  since  it  represents  the  American  citizens,  much 
as  a  regular  Board  of  Directors  represents  the  shareholders,  should  take  a  vigorous 
role  in  the  establishment  of  broad  policies  for  the  Postal  Service  and  demand  ac- 
countability for  the  performance  of  the  organization.  On  the  other  hand,  the  Board 
should  not  involve  itself  in  the  day-to-day  active  management  of  the  Postal  Service. 
Just  as  that  would  be  unwise  in  the  case  of  any  corporate  business,  so  it  would  be 
with  the  Postal  Service. 

Question  6.  Do  you  feel  the  Postal  Service  2  and  6  Program  in  combination  with 
route  restructuring  is  proving  successful? 

Answer.  While  we  feel  that  this  program  is  moving  in  the  right  direction,  all  evi- 
dence suggests  that  it  is  moving  far  too  slowly. 

Question  7.  The  Postal  Service  is  in  the  midst  of  a  complete  overhaul  of  the  exist- 
ing classifications  of  mail,  do  you  believe  mailing  classifications  need  to  be  rede- 
fined? 

Answer.  Postal  classifications  cannot  be  frozen  for  all  time.  They  need  to  be  peri- 
odically reviewed  and  that  is  clearly  the  case  at  this  time.  It  is  significant  to  note 
that,  with  a  minor  exception,  the  Postal  Service  has  not  requested  nor  has  the  Post- 
al Rate  Commission  recommended  any  basic  classification  change  since  the  enact- 
ment of  postal  reform  in  1970.  For  its  part,  the  Postal  Rate  Commission's  decisions 
on  reclassifications  have  set  up  barriers  to  change  which  are  so  formidable  that, 
without  a  change  in  those  policies,  it  is  hard  to  see  how  any  basic  reclassification 
reform  can  come  about. 

Question  8.  The  Postal  Service  has  asked  the  Rate  Commission  for  a  new  class 
of  mail  for  bulk,  automation  compatible  small  parcels,  are  you  supportive  of  this 
new  class  of  mail? 

Answer.  PSA  is  totally  supportive  of  the  bulk  small  parcel  class  of  mail  and  has 
actively  involved  itself  in  that  proceeding  before  the  Postal  Rate  Commission. 

Question  9.  The  Postal  Service  revenue  forgone  proposal  includes  contributing  $29 
million  to  itself  to  make  up  for  past  costs  incurred.  Do  you  believe  this  is  appro- 
priate and  do  you  believe  that  revenue  forgone  will  be  funded  at  the  $29  million 
level  for  years  to  come? 

Answer.  PSA  believes  it  is  entirely  inappropriate  for  the  Congress  to  have  failed 
in  the  past  to  honor  its  obligation  to  pay  for  the  congressionally  mandated  low  non- 
profit rates,  forcing  these  costs  upon  captive  commercial  mailers.  Consequently,  we 
totally  support  the  Postal  Service's  attempts  to  recover,  albeit  over  a  ridiculously 
long  period  of  time,  those  funds.  Based  on  Congress'  continuous  breach  of  faith  with 
mailers  in  the  past,  we  are  dubious  that  in  the  future  Congress  will  honor  its  obliga- 
tions. 

Question  10.  Do  you  believe  it  is  inevitable  that  "Revenue  Forgone"  will  be  elimi- 
nated? 

Answer.  "Revenue  Forgone"  should  be  eliminated  since  neither  the  Administration 
nor  Congress  is  willing  to  pay  for  it.  However,  given  the  political  realities  and  the 
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lack  of  political  courage,  it  is  hard  to  believe  that  either  the  Administration  or  Con- 
ress  will  be  able  to  compel  nonprofit  mailers  to  pay  what  they  should. 

Question  11.  Most  of  today's  testimony  clearly  supports  the  Postal  Service  pro- 
posal regarding  revenue  forgone,  are  you  willing  to  work  with  this  committee  to  fos- 
ter a  compromise  that  might  be  somewhat  less  destructive  to  the  nonprofit  organiza- 
tions across  the  country? 

Answer.  PSA,  as  in  the  past,  today  stands  ready  and  willing  to  work  on  a  com- 
promise that  is  fairer  to  the  commercial  mailers  than  what  has  been  proposed;  it 
is  the  nonprofit  mailers  who  have  demonstrated  a  complete  unwillingness  to  do 
that. 

Miss  Collins.  Thank  you  very  much. 

Mr.  Bair  from — let's  see.  I've  lost  my  papers.  I  got  very  fas- 
cinated with  this  testimony.  Stephen  Bair  from  the  Association  of 
American  Publishers? 

Mr.  Bair.  Thank  you,  Madam  Chairman.  My  name  is  Steve  Bair. 
I  am  Chairman  of  the  Postal  Committee  of  the  Association  of 
American  Publishers.  I'm  also  Vice  President  for  Business  and  Pol- 
icy Planning  of  Time,  Incorporated. 

The  AAP  appreciates  the  opportunity  to  present  its  views  to  the 
committee  on  the  recent  Postal  Service  restructuring  and  other 
postal  issues  of  importance  to  the  AAP. 

AAP  is  a  national  association  of  book  publishers.  It  has  over  300 
members  which  encompass  large  and  small  publishing  houses  as 
well  as  university,  religious,  and  nonprofit  publishers. 

AAP  members  use  all  classes  of  mail,  but  they  particularly  use 
fourth  class,  bound  printed  matter,  special  rate  fourth,  and  library 
rate  to  distribute  books  and  other  educational  materials  to  cus- 
tomers and  to  the  public. 

We  actively  participate  in  postal  rate  cases  and  other  proceedings 
before  the  Postal  Rate  Commission.  And  we  have  a  strong  interest 
in  an  efficient  and  economically  viable  Postal  Service. 

I  would  like  to  address  briefly  three  areas  today,  and  I'll  leave 
the  fourth  for  the  written  statement.  First,  I'd  like  to  talk  about 
the  Postal  Service's  restructuring  efforts;  second,  the  proposal  that 
the  Postal  Service  pay  for  so-called  unfunded  retirement  liabilities; 
and,  third,  the  revenue  forgone  issue.  The  issue  of  reform  of  the 
postal  rate-making  process,  which  we  certainly  support  and  wish  to 
encourage,  I'll  leave  for  my  written  statement. 

As  far  as  restructuring  is  concerned,  we,  too,  are  pleased  to  sup- 
port and  congratulate  the  Postal  Service  and  Postmaster  General 
Runyon  on  the  steps  that  have  been  taken  to  improve  the  competi- 
tiveness and  financial  condition  of  the  Postal  Service.  This  subject 
had  been  talked  about  for  many  years,  but  little  effective  action  oc- 
curred until  Mr.  Runyon  developed  and  began  to  implement  his  re- 
structuring plan. 

It  is  especially  heartening  to  see  that  the  Postal  Service  has  rec- 
ognized that  it  does,  in  fact,  face  very  significant  long-term  com- 
petitive threats,  not  only  from  private  delivery  firms  like  Federal 
Express  and  the  UPS,  but  also  from  fax  transmissions,  electronic 
mail,  and  other  new  communications  media.  As  the  Postmaster 
General  has  recognized,  to  meet  this  competition  and  to  stay  in 
business,  the  Postal  Service  must  satisfy  its  customers  with  better 
products  and  services. 

We  are  encouraged  that  the  Postal  Service  is  becoming  more  re- 
sponsive to  its  customers.  The  Postal  Service's  proposal,  now  pend- 
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ing  before  the  Postal  Rate  Commission,  for  a  bulk  small  parcel 
service  is  a  step  in  the  right  direction  as  far  as  we  are  concerned. 

We  are  also  pleased  with  the  Postal  Service's  efforts  to  reduce 
overhead  and  bureaucracy  and  get  control  of  its  costs.  As  we  all 
know,  there  was  substantial  doubt  that  the  Postal  Service  would 
break  even  in  1992  and  a  likelihood  that  it  would  incur  a  $2  billion 
deficit  in  1993. 

These  financial  results  would  only  have  meant  yet  another  large 
increase  in  postal  rates  on  top  of  the  significant  increases  of  1988 
and  1991.  Such  an  increase  would  have  imposed  new  burdens  upon 
mailers  and  consumers,  exacerbates  pressures  on  mail  volume,  and 
induced  further  flight  from  the  postal  system. 

Instead,  the  Postal  Service  had  a  $474  million  surplus  in  1992 
before  making  a  one-time  adjustment  arising  from  the  restructur- 
ing, and  it  is  in  a  good  position  to  eliminate  the  projected  $2  billion 
deficit. 

The  restructuring  and  cost-containment  efforts  of  the  Postal 
Service  now  offer  the  prospect  of  delaying  postal  rate  increases 
through  at  least  1994.  Further,  there  appears  not  to  have  been  a 
determination  in  the  quality  of  service.  These  are  very  substantial 
achievements,  and  we  applaud  the  Postal  Service  for  them. 

With  respect  to  unfunded  liabilities,  the  administration's  eco- 
nomic plan  calls  for  the  Postal  Service  to  make  payments  to  the 
treasury  of  $347  million  in  1995,  '96,  and  '97.  The  basis  for  this 
proposal  is  that  payments  by  the  Postal  Service  to  the  Office  of 
Personnel  Management  for  retirement  costs  associated  with  former 
workers  were  made  after  the  costs  were  incurred. 

Accordingly,  the  further  payments  now  proposed  by  the  adminis- 
tration are  to  cover  the  so-called  interest  costs  associated  with  the 
lag  between  the  incurrence  of  the  retirement  costs  and  the  Postal 
Service's  payment  for  those  costs. 

There  are  several  reasons  why  this  proposal  would  be  bad  policy. 
The  origin  of  these  costs  was  the  assumption  by  the  Postal  Service 
of  the  retirement  liabilities  of  the  old  Post  Office  Department  dur- 
ing postal  reorganization  in  the  early  1970s. 

The  Postal  Service  has,  in  fact,  met  its  obligations  and  paid  for 
those  retirement  costs.  Imposing  an  interest  charge  at  this  point  is 
the  creation  of  a  new  and  retroactive  obligation  that  was  certainly 
not  contemplated  at  the  time  that  Congress  reorganized  postal  op- 
erations and  created  the  Postal  Service. 

This  is  simply  a  contrivance  to  find  an  additional  contribution  to 
deficit  reduction.  And  in  the  face  of  all  of  the  excellent  results  that 
the  Post  Office  has  achieved  with  respect  to  its  own  cost-contain- 
ment, we  think  it's  a  bad  idea. 

[The  prepared  statement  of  Mr.  Bair  follows:] 

Prepared  Statement  of  Stephen  L.  Bair,  Chairman  of  Postal  Committee, 
Association  of  American  Publishers 

My  name  is  Stephen  L.  Bair.  I  am  Chairman  of  the  Postal  Committee  of  the  Asso- 
ciation of  American  Publishers  ("AAP").  I  am  also  Vice  President  for  Business  and 
Policy  Planning  of  Time,  Inc.  AAP  appreciates  the  opportunity  to  present  its  views 
to  the  Committee  on  the  recent  Postal  Service  restructuring  and  other  postal  issues 
of  importance  to  AAP. 

AAP  is  a  national  association  of  book  publishers.  It  has  over  300  members  which 
encompass  large  and  small  publishing  houses,  as  well  as  university,  religious  and 
non-profit  publishers.  AAFs  members  use  all  classes  of  mail,  but  they  particularly 
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use  Fourth  Class— Bound  Printed  Matter,  Special  Rate  Fourth,  and  Library  Rate- 
to  distribute  books  and  other  educational  materials  to  customers  and  the  public.  We 
actively  participate  in  postal  rate  cases  and  other  proceedings  before  the  Postal  Rate 
Commission.  We  have  a  strong  interest  in  an  efficient  and  economically  viable  Post- 
o|  Service 

I  would  like  to  address  four  areas:  (1)  the  Postal  Service's  restructuring  efforts; 
(2)  the  proposal  that  the  Postal  Service  pay  for  "unfunded  retirement  liabilities;"  (3) 
revenue  foregone;  and  (4)  reform  of  the  postal  ratemaking  process. 

RESTRUCTURING 

I  am  pleased  to  support  and  congratulate  the  Postal  Service  and  Postmaster  Gen- 
eral Runyon  on  the  steps  that  have  been  taken  to  improve  the  competitiveness  and 
financial  condition  of  the  Postal  Service.  Candidly,  this  subject  had  been  talked 
about  for  many  years,  but  little  effective  action  occurred  until  Mr.  Runyon  developed 
and  began  to  implement  his  restructuring  plan.  It  is  especially  heartening  to  see 
that  the  Postal  Service  has  recognized  that  it  does,  in  fact,  face  very  significant 
long-term  competitive  threats,  not  only  from  private  delivery  firms  like  Federal  Ex- 
press and  UPS,  but  also  from  fax  transmissions,  electronic  mail,  and  other  new  com- 
munications media.  As  the  Postmaster  General  has  recognized,  to  meet  this  com- 
petition and  to  stay  in  business,  the  Postal  Service  must  satisfy  its  customers  with 
better  products  and  services.  We  are  encouraged  that  the  Postal  Service  is  becoming 
more  responsive  to  its  customers.  The  Postal  Service's  proposal,  now  pending  before 
the  Postal  Rate  Commission,  for  a  bulk  small  parcel  service  is  a  step  in  the  right 
direction  in  this  regard. 

We  are  also  pleased  with  the  Postal  Service's  efforts  to  reduce  overhead  and  bu- 
reaucracy and  thereby  to  get  control  of  its  costs.  As  we  all  know,  there  was  substan- 
tial doubt  that  the  Postal  Service  would  break  even  in  1992  and  a  likelihood  that 
it  would  incur  a  $2  billion  deficit  in  1993.  These  financial  results  could  only  have 
meant  yet  another  large  increase  in  postal  rates  on  top  of  the  significant  increases 
in  1988  and  1991.  Such  an  increase  would  have  imposed  new  burdens  upon  mailers 
and  consumers,  exacerbated  pressures  on  mail  volume,  and  induced  further  flight 
from  the  postal  system.  Instead,  the  Postal  Service  had  a  $474  million  surplus  in 
1992  before  making  a  one-time  adjustment  arising  from  the  restructuring,  and  it  is 
in  a  good  position  to  eliminate  the  projected  $2  billion  deficit.  The  restructuring  and 
cost-containment  efforts  of  the  Postal  Service  now  offer  the  prospect  of  delaying 
postal  rate  increases  through  at  least  1994.  Further,  there  appears  not  to  have  been 
a  deterioration  in  the  quality  of  service.  These  are  very  substantial  achievements, 
and  we  applaud  the  Postal  Service  for  them. 

UNFUNDED  LIABILITIES 

The  Administration's  economic  plan  calls  for  the  Postal  Service  to  make  payments 
to  the  Treasury  of  $347  million  in  1995,  1996,  and  1997.  The  basis  for  this  proposal 
is  that  payments  by  the  Postal  Service  to  the  Office  of  Personnel  Management 
(OPM)  for  retirement  costs  associated  with  former  workers  were  made  after  the 
costs  were  incurred.  Accordingly,  the  further  payments  now  proposed  by  the  Admin- 
istration are  to  cover  the  "interest  costs"  associated  with  the  lag  between  the  incur- 
rence of  the  retirement  costs  and  the  Postal  Service's  payments  for  those  costs. 

There  are  several  reasons  why  this  proposal  would  be  bad  policy.  The  origin  of 
these  costs  was  the  assumption  by  the  Postal  Service  of  the  retirement  liabilities 
of  the  old  Post  Office  Department  during  postal  reorganization  in  the  early  1970's. 
The  Postal  Service  has,  in  fact,  met  its  obligations  and  paid  for  those  retirement 
costs.  Imposing  an  interest  charge  at  this  point  is  the  creation  of  a  new  and  retro- 
active obligation  that  was  certainly  not  contemplated  at  the  time  that  Congress  re- 
organized postal  operations  and  created  the  Postal  Service.  This  proposal  is  not, 
therefore,  a  means  to  retrieve  payments  that  the  Postal  Service  owes.  Rather,  it  is 
a  contrivance  to  find  an  additional  contribution  to  deficit  reduction. 

However  laudable  the  deficit  reduction  goal  may  be,  it  must  be  recognized  that 
extracting  this  new  payment  of  over  $1  billion  from  the  Postal  Service  will  wipe  out 
the  benefits  of  the  successful  restructuring  and  cost-containment  plan  that  I  have 
previously  discussed.  The  elimination  of  those  savings  will  mean  that  the  Postal 
Service  will  be  compelled  to  seek  a  large  general  postal  rate  increase  much  sooner 
than  expected  and  probably  during  the  next  year.  That,  in  turn,  will  impose  severe 
burdens  upon  mailers,  including  the  members  of  AAP,  renew  the  pressures  on  mail 
volume  and  the  disincentives  to  continue  to  use  the  postal  system,  and  undermine 
the  Postal  Service's  competitiveness.  An  additional  effect,  of  course,  will  be  to  harm 
the  stability  and  morale  of  the  Postal  Service.  Restructuring  and  cost-reduction  pro- 
grams are  never  easy  for  any  business.  They  can  have  a  wrenching  effect  upon  the 
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professional  and  personal  lives  of  employees.  The  message  that  would  be  sent  by 
this  ill-advised  proposal  would  be  that  the  sacrifices  that  the  Postmaster  General 
had  called  upon  Postal  Service  personnel  to  make  served  no  purpose.  This  can  hard- 
ly be  the  result  that  anyone  wishes  to  see. 

REVENUE  FOREGONE 

The  Administration  has  also  proposed  to  reduce  the  revenue  foregone  appropria- 
tion to  the  Postal  Service  for  reduced  rates  for  non-profit  mail.  AAP  opposes  this 
proposal  and  supports  a  full  revenue  foregone  appropriation.  We  have  consistently 
endorsed  reduced  rates  for  the  mailing  of  textbooks,  professional,  scientific  and  tech- 
nical books,  and  journals  that  serve  the  educational,  library  and  academic  commu- 
nities. Those  reduced  rates  should  be  supported  by  general  revenues  because  the 
American  public  as  a  whole  directly  benefits  from  the  mailing  of  these  types  of  ma- 
terials. 

If  Congress  fails  to  make  a  full  revenue  foregone  appropriation,  the  shortfall  must 
be  made  up  in  one  of  three  ways.  First,  the  Postal  Reorganization  Act  provides  for 
an  increase  in  the  non-profit  rates  themselves.  In  light  of  the  amount  of  the  short- 
fall, non-profit  mailers'  rates  would  skyrocket  an  average  of  at  least  35%.  This  is 
clearly  inequitable,  and  Congress  in  fact  has  prohibited  the  Postal  Service  from  in- 
creasing the  non-profit  rates  in  previous  years  when  revenue  foregone  has  not  been 
fully  funded. 

This  result  leads  to  the  second  alternative:  the  revenue  foregone  shortfall  is  added 
to  the  Postal  Service's  costs  and  is  recovered  in  the  next  general  postal  rate  case. 
Since  commercial  mailers  represent  the  largest  proportion  of  total  mail  volume,  that 
means,  as  a  practical  matter,  that  they  will  bear  the  brunt  of  the  burden  of  support- 
ing the  non-profit  rates.  At  this  point,  the  burden  will  likely  be  approximately  $1 
billion.  This  too  is  inequitable.  Shifting  these  costs  to  commercial  mailers  under- 
mines the  fundamental  ratemaking  principle  of  the  Postal  Reorganization  Act  that 
each  class  of  mail  bear  its  own  costs.  As  a  de  facto  matter,  it  forces  commercial  en- 
terprises to  make  charitable  contributions.  And,  perhaps  most  importantly,  it  will 
accelerate  the  next  rate  case  and  thereby  frustrate  the  beneficial  effects  of  the  Post- 
al Service's  restructuring  and  cost-containment  efforts.  The  same  array  of  pernicious 
consequences  that  I  have  described  from  the  proposal  to  require  the  Postal  Service 
to  pay  "interest  costs"  on  the  retirement  payments  that  it  has  made  will  again  re- 
sult. 

If  there  is  to  be  a  less-than-full  appropriation  for  revenue  foregone,  the  only  solu- 
tion that  remains  is  to  reform  eligibility  for  mailing  at  the  non-profit  rates.  AAP 
believes  that,  under  the  circumstance  of  failure  of  full  revenue  foregone  funding,  eli- 
gibility reform  is  the  most  equitable  approach  available  to  making  up  the  shortfall. 
It  would  appropriately  hold  down  the  postal  costs  of  non-profit  mail  that  truly 
serves  worthy  social  and  public  purposes.  It  would  avoid  extracting  the  subsidy  from 
commercial  mailers.  And,  it  would  require  all  of  us  to  focus  upon  the  types  of 
mailings  that  indeed  warrant  support  from  the  public's  tax  dollars.  Although  we 
have  not  yet  been  able  to  consult  with  the  full  AAP  Postal  Committee,  we  do  pre- 
liminarily support  the  Postal  Service's  revenue  foregone  proposal. 

RATEMAKING  REFORM 

When  I  last  appeared  before  this  Committee,  I  testified  about  the  report  of  the 
Joint  Task  Force  on  Postal  Ratemaking,  which  consisted  of  representatives  of  the 
Board  of  Governors  of  the  Postal  Service  and  the  Postal  Rate  Commission.  At  that 
time,  there  was  strong  interest  in  the  mailing  community  for  reform  of  the  postal 
ratemaking  process.  On  behalf  of  AAP,  I  urged  that  there  was  a  strong  need  for 
such  reform  because  the  ratemaking  process  had  become  increasingly  unresponsive 
to  the  needs  of  mailers  and  to  a  vital  and  efficient  Postal  Service.  I  offered  a  number 
of  guidelines  for  reform  and,  while  expressing  certain  reservations  about  the  Joint 
Task  Force's  report,  I  stated  that  it  had  identified  a  number  of  serious  problems  and 
offered  several  interesting  concepts  for  reform  of  the  ratemaking  process. 

While  some  steps  were  taken  after  those  hearings  to  advance  a  ratemaking  reform 
agenda,  the  reform  initiative  seems  to  have  made  Little  progress.  Unless  that  proc- 
ess moves  forward,  it  appears  that,  whenever  the  next  postal  rate  case  occurs,  mail- 
ers and  the  public  will  be  frustrated  again  by  the  re-litigation  of  many  of  the  same 
costing  and  pricing  issues  before  the  Postal  Rate  Commission  and  the  courts  and 
by  the  difficulties  that  we  have  encountered  in  winning  acceptance  for  proposals, 
such  as  work-sharing  discounts,  that  would  improve  the  efficiency  and 
attractiveness  of  the  Postal  Service  to  mailers.  In  closing,  therefore,  I  urge  that  the 
Postal  Service  and  the  Postal  Rate  Commission  advance  their  efforts  to  reexamine 
and  reform  the  ratemaking  process. 
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Response  to  Written  Questions  Submitted  by  Hon.  William  L.  Clay  to 

Stephen  L.  Bair 

Question.  1.  The  Committee  has  been  told  that  unless  nonprofit  mail  rates  include 
the  same  percentage  contribution  to  Postal  Service  overhead  as  do  commercial  rates, 
commercial  mailers  will  be  subsidizing  nonprofit  mailers.  Do  you  agree  with  that 
statement? 

Answer.  AAP  does  not  agree  with  the  statement  set  forth  above  in  that  nonprofit 
mail  rates  do  not  necessarily  have  to  include  "the  same  percentage"  to  Postal  Service 
overhead.  Rate-setting  for  nonprofit  mail,  however,  does  present  a  potential  danger 
of  cross-subsidy. 

As  mandated  by  statute,  the  Postal  Rate  Commission  in  submitting  its  rec- 
ommended decision  on  rates  must  take  into  consideration  many  factors.  These  in- 
clude the  requirement  that  each  class  or  type  of  mail  service  shall  bear  the  indirect 
and  indirect  postal  costs  attributable  to  that  class  or  type  (attributable  costs)  plus 
that  portion  of  all  other  costs  of  the  Postal  Service  reasonable  assignable  to  each 
class  or  type  (institutional  or  "overhead"  costs).  Among  other  things,  the  Commis- 
sion must  take  into  consideration  the  available  alternative  means  of  sending  and 
receiving  the  mail  and  the  educational,  cultural,  scientific,  and  informational  value 
to  the  recipient  of  mail  matter.  (39  U.S.C.  §3622).  To  the  degree  that  the  rates  for 
nonprofit  mail  fail  to  make  the  contribution  to  institutional  costs  that  application 
of  the  statutory  factors  would  otherwise  require  and  the  shortfall  is  met  by  higher 
rates  for  commercial  mail,  we  believe  there  would  be  cross-subsidy. 

Similarly,  as  we  pointed  out  in  our  testimony,  any  shortfall  in  the  revenue  fore- 
gone will  be  added  to  the  Postal  Services'  costs  and  undoubtedly  have  to  be  recov- 
ered in  following  rate  cases.  Since  commercial  mailers  represent  the  largest  propor- 
tion of  total  mail  volume,  that  means,  as  a  practical  matter,  that  they  will  bear  the 
brunt  of  the  burden  of  supporting  the  non-profit  rates  and  as  a  de  facto  matter  it 
forces  commercial  enterprises  to  make  charitable  contributions. 

Question.  2.  If  nonprofit  rates  reflected  one-half  the  percentage  contribution  to 
Postal  Service  overhead  of  corresponding  commercial  rates,  would  commercial  mail- 
ers be  subsidizing  nonprofit  mailers? 

Answer.  The  answer  to  Question  2  is  contained  in  substance  in  our  answer  to 
Question  1  and,  again,  we  emphasize  that  AAP  supports  a  full  revenue  foregone  ap- 
propriation. AAP  has  consistently  endorsed  reduced  rates  for  the  mailing  of  text- 
books, professional,  scientific  and  technical  books,  and  journals  that  serve  the  edu- 
cational, library  and  academic  communities.  Reduce  rates  should  be  supported  by 
general  revenues  because  the  American  public  as  a  whole  directly  benefits  from  the 
mailing  of  these  types  of  materials. 

Again,  in  answer  to  Questions  1  and  2,  AAP  has  pointed  out  that  if  there  is  to 
be  less  than  full  appropriation  for  revenue  foregone,  the  only  solution  that  remains 
is  to  reform  eligibility  for  mailing  at  the  nonprofit  rates.  As  we  stated  in  our  testi- 
mony, AAP  believes  that,  under  the  circumstance  of  failure  of  full  revenue  foregone 
funding,  eligibility  reform  is  the  most  equitable  approach  to  make  up  the  shortfall. 
It  would  appropriately  hold  down  the  postal  costs  of  nonprofit  mail  that  truly  serves 
worthy  social  and  public  purposes.  It  would  avoid  extracting  the  subsidy  from  com- 
mercial mailers.  And,  it  would  require  all  of  us  to  focus  upon  the  types  of  mailings 
that  indeed  warrant  support  from  the  public's  tax  dollars. 

Question.  3.  Current  postal  rates  are  established  so  that  First-Class  Mail  rates  in- 
clude a  higher  percentage  contribution  to  Postal  Service  overhead  than,  for  example, 
bulk  Third-Class  rates.  Are  First-Class  mailers  subsidizing  bulk  Third-Class  mail- 
ers? 

Answer.  The  answer  is  clearly  and  unequivocally  "No".  Application  of  the  statu- 
tory factors  set  forth  in  39  U.S.C.  §  3622(b)  for  attribution  and  assignment  of  costs 
may  well  lead  to  different  institutional  cost  mark-ups  and  different  contributions  to 
overhead  by  the  various  classes  of  mail.  These  statutory  factors  are  designed  to  an- 
swer cost-based  rates.  If  rates  are  established  based  upon  the  statutory  factors, 
there  should  be  no  cross-subsidy. 

First  Class  mail  is  a  "monopoly"  class  with  the  highest  delivery  standards.  This 
means  it  costs  USPS  more  to  handle  and  deliver  and  therefore  constitutes  a  higher 
overhead  item  than  bulk  Third  Class. 

Response  to  Written  Questions  Submitted  by  Hon.  Constance  A.  Morella  to 

Stephen  L.  Bair 

Question  1.  Last  week,  this  Committee  heard  from  the  Chairman  of  the  Postal 
Rate  Commission  (PRC)  that  on  occasion  they  have  had  difficulty  obtaining  reliable, 
accurate  data  from  the  Postal  Service,  which  is  necessary  for  them  to  adequately 
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perform  their  statutory  duties.  Do  you  believe  a  legislative  solution  to  this  problem 
is  necessary? 

Answer.  It  is  difficult  to  understand  why  the  Postal  Service  would  not  provide  re- 
liable, accurate  data  to  the  Postal  Rate  Commission  and  to  mailers.  AAP  and  other 
interested  parties  have  also  encountered  difficulty  obtaining  useful  data  from  the 
Postal  Service  in  rate  proceedings.  In  part,  we  believe  this  problem  stems  from  flaws 
in  the  ratemaking  process  and  should  be  addressed  through  ratemaking  reform. 
Please  see  my  answers  to  questions  3  and  4  below. 

Question  2.  The  Rate  Commission  is  presently  conducting  a  study  on  the  feasibil- 
ity of  creating  a  class  of  mail  for  mailers  who  utilize  recycled  paper,  would  you  sup- 
port this  separate  class  of  mail? 

Answer.  No.  The  administration  of  a  class  of  mail  for  mailers  utilizing  recycled 
paper  would  be  an  administrative  nightmare.  Would  it  mean  a  separate  category 
for  all  mail,  or  a  subset  in  each  class  of  mail?  Would  it  mean  a  specific  amount  of 
recycled  paper  for  each  usage?  If  so,  what  would  that  be?  10%?  20%?  100%?  How 
would  the  mailer  determine  if  a  particular  shipment  met  a  proposed  standard? 

AAPs  position  as  stated  herein  should  not  be  construed  as  opposition  to  recycling 
efforts  in  general.  AAP  has  recognized  the  value  of  encouraging  recycling  as  a 
means  to  preserve  the  environment.  Among  other  actions  it  is  currently  working 
with  paper  suppliers  for  the  development  and  usage  of  acid-free  paper  for  use  in 
books  which  not  only  preserves  the  "life"  of  books  but  also  prevents  harm  to  the  en- 
vironment. 

There  are  many  better  ways  to  encourage  recycling  than  to  create  a  separate  class 
of  mail  utilizing  recycled  paper.  For  example,  providing  financial  incentives  through 
tax  laws  for  businesses  which  produce  paper  and  engage  in  recycling  efforts  is  a  di- 
rect method  of  encouraging  this  type  of  activity. 

Question  3.  Last  year,  the  major  focus  of  these  hearings  was  to  analyze  the  rec- 
ommendations of  the  task  force  on  postal  ratemaking  reform,  and  to  hear  comments 
and  criticisms  from  the  entire  postal  community  on  that  proposal.  Do  you  believe 
this  committee  should  move  forward  on  ratemaking  reform  or  has  the  time  past  for 
making  substantial  changes  in  the  Postal  Reorganization  Act  of  1970? 

Answer.  Again,  I  refer  you  to  page  7  of  our  testimony  before  the  Committee  con- 
cerning "ratemaking  reform".  I  would  add  to  the  written  statement  that  it  is  per- 
haps time  for  the  Committee  to  take  a  hard  look  at  postal  rate  reform. 

Question  4.  Is  it  possible  to  institute  ratemaking  reform  without  legislation? 

Answer.  Certainly  there  can  be  reform  of  some  aspects  of  the  ratemaking  process 
without  legislation.  The  Postal  Rate  Commission  had  under  consideration  a  number 
of  substantial  reform  proposals  last  year.  Regrettably,  progress  on  that  front  now 
appears  unlikely. 

Question  5.  Do  you  believe  the  Board  of  Governors  of  the  Postal  Service  should 
take  a  more  active  role  in  some  decisions  of  postal  management? 

Answer.  No.  It  does  not  appear  necessary  for  them  to  take  a  role  beyond  what 
they  are  presently  doing. 

Question  6.  Do  you  feel  the  Postal  Service  2  and  6  program  in  combination  with 
route  restructuring  is  proving  successful? 

Answer.  We  are  unable  to  answer  this  question  at  this  time. 

Question  7.  The  Postal  Service  is  in  the  midst  of  a  complete  overhaul  of  the  exist- 
ing classifications  of  mail,  do  you  believe  mailing  classifications  need  to  be  rede- 
fined? 

Answer.  No.  The  need  for  overhaul  of  classification  should  be  under  constant  re- 
view by  both  USPS  and  the  users  of  the  Postal  Service  but  a  total  reclassification 
proceeding  does  not  appear  to  be  necessary. 

Question  8.  The  Postal  Service  has  asked  the  Rate  Commission  for  a  new  class 
of  mail  for  bulk,  automation  compatible  small  parcels,  are  you  supportive  of  this 
new  class  of  mail? 

Answer.  Yes.  AAP  has  supported  the  Postal  Service's  request  for  the  new  small 
parcel  classification. 

Question  9.  The  Postal  Service  Revenue  foregone  proposal  includes  a  contribution 
of  $29  million  to  itself  to  make  up  for  past  costs  incurred.  Do  you  believe  this  is 
appropriate  and  do  you  believe  that  revenue  foregone  will  be  funded  at  the  $29  mil- 
lion level  for  years  to  come? 

Answer.  AAP  certainly  hopes  that  new  revenue  foregone  will  be  adequately  fund- 
ed in  years  to  come  but  hope  does  not  necessarily  equate  with  "belief '.  Again,  I  refer 
you  to  my  statement  submitted  to  the  Committee  with  particular  emphasis  on  reve- 
nue foregone  appearing  on  pages  5  and  6  of  the  statement. 

Question  10.  Do  you  believe  it  is  inevitable  that  "revenue  foregone?  will  be  elimi- 
nated? 

Answer.  We  certainly  hope  not. 
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Question  11.  Most  of  today's  testimony  clearly  supports  the  Postal  Service  pro- 
posal regarding  revenue  foregone,  are  you  willing  to  work  with  this  committee  to 
foster  a  compromise  that  might  be  somewhat  less  destructive  to  the  nonprofit  orga- 
nizations across  this  country? 

Answer.  Of  course  we  are  happy  at  any  time  to  work  with  the  Committee  to  seek 
a  compromise  that  in  any  way  can  help  and  strengthen  the  Postal  Service  and  its 
ability  to  function  on  behalf  of  the  American  public. 

Miss  Collins.  Mr.  Bair,  I'm  going  to  have  to  cut  you  off  and  tell 
you,  though,  that  your  statement  will  be  put  into  the  record,  the 
entire  statement,  in  the  interest  of  time. 

Mr.  Bair.  All  right,  Madam  Chairman. 

Miss  Collins.  I'm  fearful  that  I  will  not  be  able  to  hold  onto  my 
committee  members  once  the  bells  start  ringing. 

I  am  going  to  forego  my  questions  except  for  one  to  Mr.  Todd. 
You  made  some  great  statements  that  really  start  the  wheels  to 
turning.  One  of  them  was  that  the  government  is  not  willing  to 
subsidize  the  nonprofit  mailers,  but  we're  asking  the  commercial 
mailers  to  do  so. 

I  believe  you're  right,  you're  absolutely  correct.  What  I  want  to 
ask  you  is:  Do  you  feel  that  taxpayers  have  financially  supported 
the  Postal  Service?  And  did  that  support  hold  down  postal  rates  for 
your  clients? 

Mr.  May.  Madam  Chairman,  I'm  Mr.  May.  Do  you  want  me  or 
Mr.  Todd  to  answer  that  question?  I  regret  we  are  partners  in  the 
same  law  firm. 

Miss  Collins.  Mr.  Todd?  Mr.  Todd?  Sorry  about  that. 

Mr.  Todd.  Although  I'm  sure  I  will  not  do  nearly  as  good  a  job 
as  Mr.  May,  I'll  do  my  best.  [Laughter.] 

If  I  understand  your  question,  are  you  suggesting  that  the  tax 
dollars  have  gone  to  subsidize  all  mailers? 

Miss  Collins.  The  Postal  Service,  period,  in  the  past. 

Mr.  Todd.  Well,  certainly  in  the  distant  past,  that  was  true.  I 
don't  believe  it  has  been  true  in  recent  years  at  all,  no.  The  Postal 
Service  has  achieved  its  break-even  objective.  And  tax  dollars  are 
not  going  to  subsidize  the  Postal  Service. 

And,  again,  it  is  our  position  that  if  the  Congress  believes  that 
these  organizations  have  worthy  causes,  they  should  be  subsidized 
from  tax  dollars,  not  that  relatively  small  number  of  American 
businesses  for  whom  mail  rates  are  life  and  death. 

Miss  Collins.  Okay.  Thank  you. 

We  have  been  joined  by  the  Honorable  Connie  Morella  from 
Maryland.  Do  you  have  any  questions  or  statement? 

Mrs.  Morella.  What  I'd  like  to  do,  Madam  Chair,  in  the  interest 
of  time,  is  submit  some  questions  to  you  to  respond  because  noting 
from  the  testimony  that  I've  read  and  the  little  that  I've  heard 
here,  everybody  knows  something's  got  to  be  done.  You  have  some 
reservations  about  the  postal  system's  plan,  but  you  do  agree  with 
some  part  of  reforming  the  qualifications.  We  look  forward  to  work- 
ing with  you  in  that  regard. 

If  I  could  ask  one  question,  Madam  Chair,  I  looked  ahead,  too, 
and  I  notice  that  in  the  next  panel,  Ms.  Black  is  going  to  comment. 
She  said  the  postal  system  does  not  operate  in  the  free  market;  if 
they  did,  it  would  be  different.  She  talks  about  their  not  paying 
any  taxes  and,  of  course,  the  fact  that  they  are  somewhat  autono- 
mous from  Congress. 
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I'm  just  curious  about  whether  you  would  have  any  response  to 
that  kind  of  statement. 

Miss  Collins.  For  whom? 

Mrs.  MORELLA.  Anybody,  anybody  who  wants  to. 

Mr.  Todd.  Ms.  Morella,  I  would  say  that  that  is  quite  true,  and 
I  would  also  say,  however,  that  if  the  Postal  Service  were  function- 
ing in  a  free  market,  the  rates  that  would  be  paid  by  the  mailers 
I  represent  would  be  far  lower. 

The  fact  of  the  matter  is  because  the  Postal  Service  is  not  operat- 
ing in  a  free  market  and  because  the  Postal  Reorganization  Act  im- 
poses certain  statutory  standards  for  the  allocation  of  institutional 
costs,  it  has  not  been  done  on  the  basis  of  sound  economics  and  in 
the  way  that  a  private  competitor  would  price  services. 

So  I  don't  know  just  what  that  testimony  concludes,  but  it  is  cer- 
tainly clear  that  the  Postal  Service  doesn't  function  as  a  private  or- 
ganization would.  And  if  it  were  to  do  so,  certainly  the  members 
I  represent  would  be  far  better  off. 

Mr.  Volner.  Madam  Chairman,  if  I  could  add  one  thing? 

Miss  Collins.  Mr.  Volner. 

Mr.  Volner.  I  don't  think  that  that  observation,  although  cor- 
rect, by  Ms.  Black  leads  you  anywhere.  Apart  from  the  fact  that  in 
a  competitive  marketplace  the  Postal  Service  would  behave  very 
differently,  would  not  be  rate-regulated  in  the  way  that  it  is,  it  also 
would  not,  for  example,  maintain  post  offices  in  remote  commu- 
nities which  do  not  earn  themselves  a  profit. 

There  are  public  service  obligations  from  the  Postal  Service,  both 
as  a  matter  of  statute  and  as  a  matter  of  tradition.  And  the  obser- 
vation that  the  Postal  Service  is  not  a  free  market  enterprise  does 
not  resolve  the  question  of  how  to  resolve  the  revenue  forgone,  nor 
does  it  resolve  the  question  of  the  so-called  interest  payment. 

Mrs.  Morella.  No.  It's  just  an  interesting  observation  in  terms 
of  where  we  have  placed  the  postal  system  at  this  point  without 
some  responsibilities,  although  they  have  others. 

And  you're  right  about  remote  areas.  I  mean,  if  you're  looking  at 
it  from  a  profit  motive,  you  might  cut  out  some  of  those. 

No.  That's  just  one  smidgen  of  a  testimony  looking  at  what  the 
whole  concern  is  in  terms  of:  Where  do  we  go?  What  do  we  do  if 
revenue  forgone  is  going  to  be  phased  out  over  three  years?  What 
do  we  do  about  the  shortfall  that  we  have? 

And  I  appreciate  the  willingness  of  this  panel  to  be  willing  to 
find  some  kind  of  compromise  that  we  can  live  with. 

Thank  you.  Thank  you,  Madam  Chair. 

Miss  Collins.  Thank  you. 

Mr.  Sawyer. 

Mr.  Sawyer.  Thank  you,  Madam  Chairman.  I'm  going  to  forego 
any  questions  at  this  point. 

Just  one  question  briefly.  I  was  wondering  in  the  light  of  Mr. 
Todd's  comments  about  Mr.  May's  capacity  to  answer  the  question 
better  than  he  could  whether  the  Parcel  Shippers  Association  or 
the  Mail  Order  Association  of  America  is  getting  the  better  service 
out  of  your  law  firm.  [Laughter.] 

You  don't  need  to  answer  that. 

Mr.  May.  No  comment. 
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Miss  Collins.  Thank  you  very  much.  Gentlemen,  thank  you  very 
much. 

Panel  Number  4,  our  final  panel:  Carroll  Dowden  from  American 
Business  Press;  Cathleen  Black,  Newspaper  Association  of  Amer- 
ica; and  Tonda  Rush,  National  Newspaper  Association.  You're 
going  to  be  interrupted  in  about  3  minutes  by  some  bells  that  will 
call  us  into  session,  but  we'll  keep  going  until  we  have  to  go  for  a 
vote. 

I'd  like  to  start  with  Carroll  Dowden  from  the  American  Business 
Press.  And  please  keep  it  to  three  minutes.  Thank  you. 

STATEMENT  OF  CARROLL  V.  DOWDEN,  AMERICAN  BUSINESS 
PRESS,  ACCOMPANIED  BY  CATHLEEN  BLACK,  PRESIDENT 
AND  CHIEF  EXECUTIVE  OFFICER,  NEWSPAPER  ASSOCIA- 
TION OF  AMERICA,  AND  TONDA  F.  RUSH,  PRESIDENT  AND 
CHIEF  EXECUTIVE  OFFICER,  NATIONAL  NEWSPAPER  ASSO- 
CIATION 

Mr.  Dowden.  Thank  you.  My  name  is  Carroll  Dowden.  I  am 
president  of  Dowden  Publishing  Company  in  Montvale,  New  Jer- 
sey. That  company  publishes  three  smaller-circulation  medical  peri- 
odicals called  OBG  Management,  Pediatric  Care,  and  Managed 
Care.  They  are  edited  and  distributed  to  physicians. 

In  addition  to  being  a  publisher,  I  am  Chairman  of  the  Washing- 
ton Legal  Committee  of  American  Business  Press.  That  committee 
develops  the  postal  policy  decisions  of  the  American  Business  Press 
as  well  as  its  position  on  tax,  copyright,  freedom  of  the  press,  and 
other  issues  that  are  vital  to  publishers. 

The  purpose  of  our  testimony  today  is:  first,  to  bring  to  your  at- 
tention some  disturbing  trends  in  USPS  policies  that  threaten  sec- 
ond class  mail,  the  class  used  to  reach  readers  by  over  30,000  peri- 
odicals nationally;  second,  to  endorse  a  strong  and  independent 
Postal  Rate  Commission;  third,  to  urge  that  subsidies  be  stopped 
now  for  nonprofit  and  other  subsidized  mailers  and  that  the  costs 
of  carrying  nonprofit  mail  be  fully  assessed  against  nonprofit  mail- 
ers and  not  against  the  public  or  against  for-profit  mailers. 

As  a  frame  of  reference,  I'll  mention  that  American  Business 
Press  member  publications  include,  for  example,  Automotive  News 
published  in  Detroit,  Billboard  in  New  York,  Federal  Computer 
Week  in  Falls  Church,  Virginia,  Government  Product  News  in 
Cleveland,  The  Oil  and  Gas  Journal  in  Tulsa,  Women's  Wear  Daily 
in  New  York,  and  Variety,  which  is  published  in  Los  Angles  and 
New  York. 

American  Business  Press  periodicals  are  published  by  large  com- 
panies and  small  companies  alike.  The  average  ABP  periodical  has 
a  circulation  of  54,000  copies  per  issue. 

The  small  circulation  size  of  these  periodicals  typifies  second 
class  mail,  and  that's  the  class  used  by  practically  all  magazines, 
trade  journals,  and  other  specialized  periodicals  to  reach  readers 
throughout  the  country.  Of  the  nearly  30,000  titles  that  use  second 
class  mail,  only  124  using  second  class  mail  have  circulations  of 
500,000  or  more. 

After  22  years  of  postal  reorganization,  the  Postal  Reorganization 
Act  on  the  whole  is  working  well.  However,  it  should  be  remem- 
bered that  the  act  not  only  required  USPS  to  run  efficiently  and 
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on  a  break-even  basis,  but  it  also  reiterated  Congress'  desire  that 
the  Postal  Service  shall  have  "as  its  basic  function  the  obligation 
to  provide  postal  services  to  bind  the  nation  together  through  the 
educational,  literary,  and  business  correspondence  of  the  people." 

The  American  Business  Press  supports  the  Postmaster  General's 
efforts  to  achieve  financial  self-sufficiency  without  rate  increases, 
but  the  USPS  obligation  to  bind  the  nation  together  by  policy  goals, 
like  continuation  of  second  class  as  a  class,  should  not  be  dis- 
regarded. 

A  most  serious  development  is  consideration  by  the  Postal  Serv- 
ice of  fragmentation  and,  therefore,  in  effect,  elimination  of  second 
class  mail  in  the  name  of  simplification.  Second  class  would  be  re- 
placed, according  to  preliminary  proposals  presented  by  USPS,  by 
a  subclass  of  publications,  which  would  have  to  present  large  vol- 
umes of  mail  sorted  by  zip  code  at  prearranged  points  in  the  postal 
system. 

To  qualify  for  this  lower  periodical  rate,  a  publication  would  have 
to  have  enormous  circulations  in  particular  zip  codes  to  retain  the 
kind  of  rates  now  provided  to  all  periodicals  by  second  class  mail. 
Thousands  of  publications  which  cannot  achieve  these  standards 
would  find  themselves  locked  in  a  higher  rate  category.  USPS  has 
stated  in  meetings  with  publishers  that  the  purpose  of  reclassifica- 
tion is  not  to  save  the  Postal  Service  money,  but,  rather,  to  make 
second  class  competitive  for  a  few  large  second  class  publications. 
We  ask:  Competitive  with  what  or  with  whom? 

The  current  postal  system  enables  mass  circulation  consumer 
magazines  which  already  avoid  handling  by  USPS  employees  be- 
cause of  their  economies  of  scale  in  packaging  and  transportation 
to  reach  a  vast  readership.  The  current  class  also  allows  thousands 
of  smaller  publications  to  reach  specialized  readerships,  which  oth- 
erwise could  not  possibly  be  served  by  newsstand  distribution,  pri- 
vate delivery,  or  other  means. 

Second  class  has  been  beneficial  to  the  entire  publishing  indus- 
try. Neither  the  Postal  Service  nor  publishers  as  a  whole  would 
benefit  from  elimination  of  second  class  as  we  know  it. 

We  do  not  ask  Congress  at  this  time  to  become  involved  in  these 
disputes,  but  as  you  conduct  this  annual  oversight,  it's  important 
that  you  realize  that  the  Postal  Service  seems  to  be  taking  an  ap- 
proach to  second  class  mail  that  indicates  it's  less  interested  in  ful- 
filling its  public  policy  function  than  it  should  be. 

That  leads  to  the  second  point  we  want  to  touch  on,  and  that  is 
that  Congress  should  not  dilute  the  Rate  Commission's  exercise  of 
its  regulatory  and  oversight  authority  over  USPS.  Like  any  public 
utility,  the  Postal  Service  chafes  under  regulation,  but  in  the  end, 
it  seems  to  get  the  overall  revenue  that  it  needs  to  operate  from 
the  commission.  If  anything,  the  commission  should  have  enhanced 
authority  to  represent  itself  in  court  and  to  obtain  the  information 
that  it  needs  from  the  Postal  Service. 

American  Business  Press  does  not  always  agree  with  everything 
the  Postal  Rate  Commission  does,  but  it  has  provided  a  fair,  objec- 
tive setting  for  the  resolution  of  rate  and  classification  disputes. 
There's  no  need  to  weaken  the  commission  by  allowing  negotiated 
rate  and  service  agreements  or  so-called  ratebands  that  would 
allow  the  Postal  Service  to  raise  or  lower  rates  at  will  or  by  coun- 
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tenancing  elimination  of  second  class  mail,  which  has  served  the 
public  well  for  more  than  a  century. 

Our  last  topic  is  the  revenue  forgone  subsidy  for  nonprofit  and 
other  subsidized  mailers.  This  unnecessary,  outmoded  appropria- 
tion should  be  ended.  None  of  it  should  be  financed  by  higher  post- 
al rates  paid  by  the  general  public  or  by  for-profit  mailers. 

The  Postmaster  General  has  done  a  good  job  in  restructuring 
postal  operations  and  finances  so  that  an  anticipated  rate  filing 
this  year  has  been  put  off  for  at  least  another  year. 

[The  prepared  statement  of  Mr.  Dowden  follows:] 

Prepared  Statement  of  Carroll  V.  Dowden,  American  Business  Press 

My  name  is  Carroll  V.  Dowden,  and  I  am  President  of  Dowden  Publishing  Com- 
pany in  Montvale,  New  Jersey.  I  have  been  involved  in  the  field  of  medical  publish- 
ing for  29  years.  Dowden  Publishing  publishes  three  smaller-circulation  medical 
periodicals— OBG  Management,  Pediatric  Care,  and  Managed  Care,  which  are 
edited  for  and  distributed  to  physicians. 

The  purpose  of  our  testimony  today  is  to  (1)  bring  to  your  attention  some  disturb- 
ing trends  in  USPS  policies  that  threaten  second-class  mail,  the  class  used  to  reach 
readers  by  over  30,000  periodicals  nationally;  (2)  endorse  a  strong,  independent 
Postal  Rate  Commission;  and  (3)  urge  that  subsidies  be  stopped  now  for  nonprofit 
and  other  subsidized  mailers  and  that  the  costs  of  carrying  nonprofit  mail  be  fully 
assessed  against  nonprofit  mailers  and  not  against  the  public  or  against  for-profit 
mailers. 

In  addition  to  being  a  publisher,  I  am  Chairman  of  the  Washington  Legal  Com- 
mittee of  American  Business  Press.  That  Committee  develops  the  postal  policy  deci- 
sion of  ABP,  as  well  as  its  positions  on  tax,  copyright,  freedom  of  the  press  and 
other  issues  vital  to  publishers. 

ABP-member  publications  include  Automotive  News,  published  in  Detroit;  Amer- 
ican Agent  and  Broker,  in  St.  Louis;  Billboard,  published  in  New  York;  Federal 
Computer  Week,  published  in  Falls  Church,  Virginia;  Government  Product  News, 

gublished  in  Cleveland;  Communications,  published  in  Englewood,  Colorado;  Oil  and 
ras  Journal,  published  in  Tulsa;  Women's  Wear  Daily,  published  in  New  York;  and 
Variety,  published  in  Los  Angeles  and  New  York. 

ABP  periodicals  are  published  by  large  companies  and  small  companies  alike. 
However,  a  common  thread  unites  these  periodicals,  regardless  of  size  of  the  com- 

Eany  which  owns  them:  these  are  all  smaller-circulation,  nationally  distributed  pub- 
cations.  The  average  ABP  periodical  has  a  circulation  of  54,000  copies  per  issue, 
and  half  of  the  titles  in  ABP  are  distributed  to  fewer  than  36,000  readers  per  issue. 

The  small  circulation  size  of  these  periodicals  typifies  second-class  mail,  the  class 
used  by  practically  all  magazines,  trade  journals  and  other  specialized  periodicals 
to  reach  readers  throughout  the  United  States.  Of  the  nearly  30,00  titles  that  use 
second-class  mail,  only  124  periodicals  using  second-class  mail  have  circulations  of 
500,000  or  more  per  issue.  The  vast  preponderance  of  periodicals  using  USPS  have 
circulations  under  100,000  copies  per  issue.  The  Postal  Service  remains  the  primary 
and,  for  most  periodicals,  exclusive  method  for  publishers  to  reach  their  readers. 
Much  talk  is  heard  about  alternate  delivery — some  of  it  coming  from  USPS,  and 
some  of  it  coming  from  a  few  larger-circulation  magazines.  For  years,  alternate  de- 
livery has  been  used  by  larger-volume  publishers,  first  in  Congress  and  then  at  the 
Postal  Rate  Commission,  as  a  threat  to  justify  lower  rates  applicable  to  those  peri- 
odicals (but  not  lower  rates  for  the  vast  majority  of  second-class  publications,  which 
have  smaller  circulations). 

Extensive  consideration  of  alternative  delivery  is  conducted  under  the  competent 
auspices  of  the  Postal  Rate  Commission  in  every  rate  case.  The  results  to  date  show 
that  private  delivery  is  a  negligible  factor  for  second-class  periodicals,  with  the  ex- 
ception of  newspapers,  which  always  have  had  to  use  their  own  news  carriers  to 
achieve  timely  delivery.  Some  weekly  periodicals  do  put  a  portion  of  their  distribu- 
tion in  alternative  delivery,  not  because  postal  rates  are  too  high,  but  because  par- 
ticular service  requirements  mandate  it. 

In  1976,  this  Committee,  under  the  leadership  of  former  Chairman  Ford,  added 
a  requirement  that  the  Postal  Rate  Commission  must  consider,  as  Congress  did  be- 
fore 1970,  the  educational,  cultural,  scientific  and  informational  value  of  the  mail 
to  the  recipient  of  the  mail.  This  law  has  been  interpreted  to  apply  to  periodicals 
and  to  books  to  prevent  USPS  or  the  Postal  Rate  Commission  from  treating  books 
or  periodicals  "like  bricks"  (to  paraphrase  Congressman  Ford's  famous  phrase). 
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After  22  years  of  postal  reorganization,  which  ABP  supported  at  its  inception,  the 
Postal  Reorganization  Act,  on  the  whole,  is  working  well,  and  no  major  changes  to 
it  are  required  at  this  time.  However,  it  should  be  remembered  that  the  Act  not  only 
required  USPS  to  run  efficiently  and  on  a  break-even  basis,  but  it  also  reiterated 
Congress  desire  that  the  Postal  Service  shall  have  "as  its  basic  function  the  obliga- 
tion to  provide  postal  services  to  bind  the  Nation  together  through  the  educational, 
literary,  and  business  correspondence  of  the  people."  ABP  supports  the  Postmaster 
General  and  the  Postal  Service's  efforts  to  achieve  the  maximum  degree  of  financial 
self-sufficiency  without  frequent  rate  increases,  but  the  USPS  obligation  to  bind  the 
Nation  together  by  policy  goals  like  continuation  of  second-class  as  a  class  should 
not  be  disregarded. 

A  most  serious  development  is  consideration  by  USPS  of  fragmentation  and  there- 
fore, in  effect,  elimination  of  second-class  mail  in  the  purported  name  of  "simplifica- 
tion." Second-class,  the  primary  means  by  which  periodicals  are  delivered  in  this 
country,  would  be  replaced,  according  to  preliminary  proposals  presented  by  USPS, 
by  a  subclass  for  publications  which  would  have  to  present  large  volumes  of  mail 
sorted  by  ZIP  Code  location  at  prearranged  points  in  the  postal  system.  To  qualify 
for  this  lower  periodical  rate,  a  publication  would  have  to  have  enormous  circula- 
tions in  particular  ZIP  Codes  to  retain  the  kind  of  rates  now  provided  to  all  periodi- 
cals by  second-class  mail.  Thousands  of  publications  which  cannot  achieve  these 
standards  would  find  themselves  locked  in  a  higher-rate  category. 

USPS  has  stated  in  meetings  with  publishers  that  the  purpose  of  reclassification 
is  not  to  save  USPS  money,  but  rather  to  make  second-class  more  "competitive"  for 
a  few  large  second-class  publications.  We  ask,  competitive  with  what  or  with  whom? 
The  current  postal  system  enables  mass-circulation  consumer  magazines,  which  al- 
ready avoid  handling  by  USPS  employees  because  of  their  economies  of  scale  in 
packaging  and  in  transportation,  to  reach  a  vast  readership.  The  current  class  also 
allows  thousands  of  smaller-circulation  periodicals  to  reach  specialized  readerships 
which  otherwise  could  not  possibly  be  served  by  newsstand  distribution,  private  or 
other  means.  Second-class  has  been  beneficial  for  the  entire  publishing  industry. 
Neither  USPS  nor  publishers  as  a  whole  would  benefit  from  elimination  of  second- 
class  as  we  know  it  today. * 

We  do  not  ask  the  Congress  at  this  time  to  become  involved  in  these  disputes. 
But,  as  you  conduct  this  annual  oversight,  it  is  important  that  you  realize  USPS 
seems  to  be  taking  an  approach  to  second-class  mail  which  indicates  it  is  less  inter- 
ested in  fulfilling  its  public  policy  function  that  it  should  be. 

Congress  set  up  the  Postal  Rate  Commission  to  hear  these  matters,  and  the  Com- 
mission has  been  a  necessary  bulwark  for  publishers  and  for  the  general  public 
against  some  ill-considered  proposals  by  USPS  and  others  for  the  past  20  years. 

This  leads  us  to  the  second  point  we  want  to  touch  on  today.  Congress  should  not 
dilute  the  Rate  Commission's  exercise  of  its  regulatory  and  oversight  authority  over 
USPS.  Like  any  public  utility,  USPS  chafes  under  regulation,  complains  about  it, 
but  in  the  end,  seems  to  get  the  overall  revenue  it  needs  to  operate  from  the  Com- 
mission. If  anything,  the  Commission  should  have  enhanced  authority  to  represent 
itself  in  court  and  to  obtain  the  information  it  needs  from  USPS. 

ABP  does  not  always  agree  with  everything  the  Postal  Rate  Commission  does,  but 
it  had  provided  a  fair,  objective  setting  for  the  resolution  of  rate  and  classification 
disputes.  There  is  no  need  to  weaken  the  Commission  by  allowing  negotiated  rate 
ana  service  agreements  or  "ratebands"  which  would  allow  USPS  to  raise  or  lower 
rates  at  will,  or  by  countenancing  elimination  of  second-class  mail,  which  has  served 
the  public  well  for  over  100  years. 

Our  last  topic,  but  by  no  means  the  least  important,  is  the  revenue  foregone  sub- 
sidy for  nonprofit  and  other  subsidized  mailers.  This  unnecessary  and  outmoded  ap- 
propriation should  be  ended  now.  None  of  it  should  be  financed  by  higher  postal 
rates  paid  by  the  general  public  or  by  for-profit  mailers.  Postmaster  General  Runyon 
has  done  a  good  job  in  restructuring  postal  operations  and  finances  so  that  an  an- 
ticipated rate  filing  this  year  has  been  put  off  for  at  least  another  year.  This  can 
only  benefit  all  mailers  and  the  economy  as  a  whole.  However,  the  Postmaster  Gen- 
eral has  warned  what  would  happen  if  Congress  again  reduces  or  eliminates  the 
revenue  foregone  subsidy  and  forces  USPS  to  absorb  the  costs  of  handling  and  deliv- 
ering subsidized  mail.  A  rate  case  will  have  to  be  filed  sooner  than  it  would  have 
to  be  filed  otherwise,  which  is  particularly  unfair  to  mailers  who  are  paying  full 
rates  and  have  had  significant  rate  increases  in  the  last  three  years.  The  financial 


1  Second-class,  like  other  mail  classes,  does  contain  numerous  discounts  which  are  used  to  the 
maximum  effect  by  larger  volume  publications  and  to  a  much  lesser  extent  by  smaller  volume 
publishers.  An  average  ABP  periodical  pays  25  cents  per  copy;  Time  magazine  pays  16  cents. 
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situation  of  USPS,  of  course,  would  be  further  worsened  if  proposals  to  allow  cam- 
paign mail  to  use  subsidized  rates  were  adopted. 

Revenue  foregone  has  enabled  nonprofit  organizations  to  publish  magazines,  sell 
products,  and  otherwise  unfairly  compete  with  the  for-profit,  free-enterprise  sector. 
Many  ABP  members  in  the  scientific,  medical,  chemical,  educational  and  other  areas 
of  publishing,  compete  head-to-head  with  publications  owned  and  mailed  by  non- 
profit organizations  which  receive  lower  subsidized  rates,  but  do  not  in  any  way 
hesitate  to  solicit  advertising,  subscribers,  and  market  share  to  the  detriment  of 
competing  for-profit  periodicals.  This  unfair  competition  exists  not  only  in  the  trade 
and  professional  journal  publishing,  but  in  consumer  magazine  publishing  where 
National  Geographic,  Smithsonian,  and  Modern  Maturity  mail  millions  of  copies  at 
subsidized  rates  which  give  these  periodicals  advertising  and  circulation  income  ad- 
vantages over  non-subsidized  publishers. 

ABP  has  urged  the  House  Appropriations  Committee  to  eliminate  the  entire  reve- 
nue foregone  subsidy,  except  for  free  mail  for  the  blind  (a  function  distinct  from 
mailing  periodicals  or  direct-mail  fund-raising  solicitations).  This  Committee,  which 
has  jurisdiction  over  the  Postal  Reorganization  Act,  should  make  the  necessary 
changes  to  the  law  to  eliminate  preferred  rate  subclasses  once  and  for  all,  to  pro- 
mote fairness  between  mailers  and  to  eliminate  a  cost  to  USPS  that  threatens  the 
rate  stability  of  the  entire  postal  system. 

Thank  you  very  much  for  your  consideration  of  our  views. 

Response  to  Written  Questions  Submitted  by  Hon.  William  L.  Clay  to 
Carroll  V.  Dowden 

Question  1.  The  Committee  has  been  told  that  unless  nonprofit  mail  rates  include 
the  same  percentage  contribution  to  Postal  Service  overhead  as  do  commercial  rates, 
commercial  mailers  will  be  subsidizing  nonprofit  mailers.  Do  you  agree  with  that 
statement? 

Answer.  Yes. 

Question  2.  If  nonprofit  rates  reflected  one-half  the  percentage  contribution  to 
Postal  Service  overhead  of  corresponding  commercial  rates,  would  commercial  mail- 
ers be  subsidizing  nonprofit  mailers? 

Answer.  Yes. 

Question  3.  Current  postal  rates  are  established  so  that  First-Class  Mail  rates  in- 
clude a  higher  percentage  contribution  to  Postal  Service  overhead  than,  for  example, 
bulk  Third-Class  rates.  Are  First-Class  mailers  subsidizing  bulk  Third-Class  mail- 
ers? 

Answer.  Yes. 

Miss  Collins.  Mr.  Dowden. 

Mr.  Dowden.  I'm  sorry.  Yes? 

Miss  COLLINS.  I'm  sorry.  I've  given  you  much  too  much  time. 

Mr.  Dowden.  Thank  you. 

Miss  Collins.  But  the  rest  of  your  statement  will  be  put  into  the 
record. 

Mr.  Dowden.  Thank  you  very  much. 

Miss  Collins.  Thank  you  very  much. 

Cathleen  Black,  Newspaper  Association  of  America. 

Ms.  Black.  Thank  you.  Madam  Chairman,  distinguished  mem- 
bers of  the  committee,  good  morning  or  almost  good  afternoon.  My 
name  is  Cathleen  Black.  I  am  President  and  Chief  Executive  Offi- 
cer of  the  Newspaper  Association  of  America  and  formerly  the  pub- 
lisher of  USA  Today. 

With  the  committee  made  up  of  a  number  of  new  faces,  I  am 
pleased  to  have  the  opportunity  to  speak  to  you.  And  I  commend 
you  for  holding  these  oversight  hearings. 

Madam  Chairman,  the  merger  of  the  American  Newspaper  Pub- 
lishers Association,  which  was  106  years  old,  and  7  other  news- 
paper trade  organizations  resulted  in  the  Newspaper  Association  of 
America  about  a  year  ago.  While  several  of  our  predecessor  organi- 
zations have  testified  on  postal  matters  before  the  Congress,  this 
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is  the  first  time  that  NAA  has  had  the  opportunity  to  do  so.  We 
hope  that  it  is  the  beginning  of  a  long  and  productive  relationship. 

We  have  about  1,450  member  newspapers  in  the  United  States, 
accounting  for  more  than  90  percent  of  the  daily  circulation  in  the 
country  and  a  considerable  amount  of  weekly  circulation.  Over  half 
of  our  members  have  less  than  25,000  circulation. 

NAA's  member  newspapers  use  at  least  one,  if  not  two  or  three, 
classes  of  mail  to  conduct  business.  Our  members  use  first  class 
mail  for  billing  and  business  correspondence.  While  some,  generally 
the  smaller  weeklies  or  the  very  large  national  newspapers,  use 
second-class  mail  for  delivery  of  their  editorial  products,  a  much 
greater  number  use  third-class  mail  each  week  for  distribution  to 
nonsubscribers. 

Daily  newspapers  spend  somewhere  between  350  and  400  million 
dollars  with  the  Postal  Service  each  year.  This  figure  represents 
only  newspaper  divisions.  Many  of  our  members  are  parts  of  large 
media  organizations  that  have  substantial  magazine  and  direct 
mail  postage  expenses  as  well.  And  some  have  alternate  delivery 
operations. 

Madam  Chairman,  as  you  know,  the  Postal  Service  is  undergoing 
enormous  change  with  Postmaster  General  Runyon,  reducing  man- 
agement and  eliminating  bureaucracy.  We,  of  course,  applaud  these 
efforts.  Like  others,  we  were  initially  concerned  about  the  possible 
drop-off  in  service  and  are  very  pleased  to  see  that  it  has  not  dete- 
riorated and,  in  fact,  has  even  perhaps  improved.  The  newspaper 
industry  salutes  the  employees  of  the  Postal  Service  for  the  impor- 
tant job  that  they  perform. 

Now  let  me  touch  on  NAA's  principal  concerns.  First,  the  Clinton 
administration  has  called  for  a  one  billion-dollar  tax  over  three 
years  on  the  Postal  Service  for  interest  payment  on  monies  taken 
in  past  years  for  health  and  benefit  costs — costs  that  we  believe  the 
Postal  Service  should  not  have  been  required  to  pay  in  the  first 
place.  NAA  cannot  support  the  administration's  proposal  to  impose 
these  extraordinary  costs  on  the  Postal  Service. 

Second,  it  is  clear  that  there  is  no  administration  support  for  full 
funding  of  revenue  foregone.  The  mailing  community  and  the  Post- 
al Service  both  are  struggling  to  find  an  amicable  solution  to  re- 
solve this  difficult  problem  and  to  eliminate  the  annual  appropria- 
tions battle  over  revenue  forgone.  NAA  believes  that  a  final  solu- 
tion must  be  found  that  is  balanced  and  fair  to  all  postal  rate- 
payers, both  commercial  and  preferred. 

Madam  Chairman,  it  is  important  to  note  that  the  larger  news- 
papers in  our  membership  do  not  use  the  in-county  portion  of  reve- 
nue forgone  appropriation.  At  the  same  time,  some  of  the  smaller 
weeklies  among  our  membership  do  make  extensive  use  of  in-coun- 
ty rates.  These  weekly  newspapers  provide  an  invaluable  service  to 
the  country  and  are  often  the  soul  of  the  communities  that  they 
serve,  particularly  in  rural  areas. 

We  urge  you  to  craft  a  solution  that  essentially  holds  harmless 
these  smaller  newspapers.  NAA  stands  ready  to  assist  the  commit- 
tee in  any  way  that  it  can  to  resolve  this  recurring  problem. 

Finally,  the  newspaper  industry  is  one  of  a  number  of  industries 
that  has  long  opposed  Postal  Service  rate  deregulation  and  the 
interrelated  issues  of  contract  rates  and  volume  discounts. 
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We  are  concerned  whenever  it  appears  the  Postal  Service  is  im- 
properly giving  mailers  rate  breaks  that  are  not  cost-based.  The 
Committee  must  assure  that  service  offerings  remain  available  to 
all  under  the  same  conditions  and  at  the  same  price. 

Over  the  last  several  years,  we  have  seen  rate  deregulatory  con- 
cepts creep  into  various  studies  and  reports  with  some  suggestion 
that  the  rate  deregulation  could  be  slipped  into  the  administration 
process. 

NAA,  our  organization,  firmly  believes  that  any  such  questions 
should  be  resolved  by  the  Congress  with  an  opportunity  for  all  to 
have  their  views  heard  on  the  record  in  public  hearings.  We  urge 
this  committee  to  pay  particular  attention  to  the  activities  of  the 
Postal  Service  in  this  regard  so  that  neither  the  public  nor  postal 
customers  will  be  shortchanged. 

Madam  Chairman  and  members  of  the  committee,  that  concludes 
my  testimony.  I  appreciate  the  opportunity  to  appear  before  you, 
and  I  would  be  happy  to  answer  any  questions.  Thank  you. 

[The  prepared  statement  of  Ms.  Black  follows:] 

Prepared  Statement  of  Cathleen  Black,  President  and  Chief  Executive 
Officer,  Newspaper  Association  of  America 

Mr.  Chairman,  distinguished  Members  of  the  Committee,  good  morning.  My  name 
is  Cathleen  Black.  I  am  President  and  Chief  Executive  Officer  of  the  Newspaper  As- 
sociation of  America  (NAA). 

With  a  Committee  made  up  of  many  new  faces,  I  am  pleased  to  have  this  oppor- 
tunity to  speak  to  you  this  morning  about  our  concerns.  I  commend  the  Committee 
for  holding  this  series  of  oversight  hearings  and  for  the  time  and  effort  it  has  spent 
on  oversight  throughout  the  years.  Regular  and  vigorous  oversight  by  this  Commit- 
tee is  vitally  necessary  to  maintain  the  Postal  Service's  accountability  to  its  cus- 
tomers and  to  the  American  public. 

Mr.  Chairman,  the  Newspaper  Association  of  America  is  now  nine  months  old, 
and  is  the  result  of  a  merger  of  seven  newspaper  trade  associations.  While  several 
of  our  predecessors-in-interest  have  testified  on  postal  matters  before  Congress  in 
the  past,  this  is  the  first  time  that  NAA  has  appeared  before  this  Committee.  We 
hope  this  appearance  is  the  beginning  of  a  long  and  productive  relationship. 

Since  NAA  is  a  new  organization,  I  would  like  to  take  just  a  minute,  before  turn- 
ing to  our  postal  concerns,  to  familiarize  the  Committee  with  NAA  and  its  priorities. 
On  June  1,  1992,  seven  newspaper  organizations *  merged  to  form  the  Newspaper 
Association  of  America.  Many  of  these  organizations  have  long  histories.  ANPA,  for 
instance,  was  formed  in  February  1887,  while  ICMA  was  organized  in  1899. 

NAA  is  a  nonprofit  corporation  with  more  than  2,000  members  serving  nearly 
1,700  newspapers  around  the  world,  including  about  1,450  in  the  United  States.  Our 
members  account  for  more  than  90  percent  of  the  daily  circulation  in  the  United 
States  and  a  considerable  amount  of  weekly  circulation. 

NAA's  member  newspapers  use  at  least  one,  if  not  two  or  three  classes  of  mail 
to  conduct  their  business.  Our  members  make  good  use  of  First-Class  mail  for  bill- 
ing and  business  correspondence.  While  some — generally  the  smaller  weeklies  or  the 
very  large  national  newspapers — use  second-class  mail  for  delivery  of  their  editorial 
products,  a  much  greater  number  use  third-class  mail  each  week  for  the  distribution 
of  their  non-subscriber  products.  Daily  newspapers  spend  somewhere  between  $350 
million  and  $400  million  with  the  Postal  Service  each  year.  This  figure  represents 
only  our  newspaper  divisions.  Many  of  our  members  have  substantial  magazine  and 
direct  mail  postage  expenses  as  well.  Also,  a  number  of  our  members  are  active  in 
alternate  delivery  operations. 

Our  Association  is  a  new  organization  in  an  industry  that  is  reexamining  how  we 
conduct  our  business,  how  we  relate  to  our  customers,  and  how  we  interact  with 
the  Postal  Service.  This  reexamination  reflects  the  tremendous  evolution  occurring 
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within  our  industry,  an  evolution  that  we  think  will  bring  us  into  a  closer  relation- 
ship with  the  Postal  Service. 

Today  the  newspaper  industry  is  at  a  crossroads.  Competition  has  stiffened,  and 
technological  developments  have  given  the  public  more  choices  than  ever  for  infor- 
mation. Advertisers  also  have  more  options,  and  many  are  options  that  do  not  use 
advertising  revenues  to  support  an  editorial  product,  as  we  do.  We  realize  that  if 
the  newspaper  industry  is  to  remain  financially  sound,  and  thus,  editorially  inde- 
pendent and  diverse,  we  have  to  take  an  industry  steeped  in  tradition  and  reshape 
it  for  a  vastly  different  world.  This  industry,  like  many  others  around  the  country, 
must  position  itself  for  tomorrow — and  we  are. 

Key  to  that  positioning  will  be  database  marketing.  The  customer  database — 
which  for  newspapers  includes  both  subscriber  and  nonsubscriber  information — is 
probably  the  single  most  important  tool  of  the  1990s,  and  beyond.  Understanding 
just  who  and  where  our  different  readers  are — and  what  they  want  from  us — is 
helping  us  improve  our  editorial  package  and  assist  advertisers  to  target  the  right 
prospects  for  their  products  and  services — both  in  our  subscriber  products  and  in 
our  nonsubscriber,  targeted  products.  In  this  area,  NAA  is  assisting  with  the  devel- 
opment of  software  to  manage  newspaper  and  customer  databases  to  satisfy  adver- 
tiser demands. 

We  also  hope  to  work  closely  in  the  future  with  the  Postal  Service  as  our  members 
learn  how  to  better  use  database  marketing,  and  how  to  supplement  their  run-of- 
press  advertising  and  preprinted  advertising  with  targeted,  directly-delivered  pieces. 
Indeed,  it  seems  to  us  that  this  will  be  a  very  important  source  of  revenue  growth 
for  both  the  Postal  Service  and  for  newspapers  over  the  next  decade. 

As  the  newspaper  industry  evolves,  we  believe  that  a  healthy  Postal  Service  will 
be  vital  for  our  growth,  and  we  have  been  especially  heartened  by  the  events  of  the 
last  ten  months. 

THE  RUNYON  REVOLUTION 

Late  last  year  Postmaster  General  Runyon  reduced  Postal  Service  management 
and  eliminated  a  significant  part  of  the  bureaucracy  at  Postal  Service  headquarters. 
We  now  see  the  beginning  of  the  withering  of  a  bureaucracy  that  had  simply  grown 
too  ponderous. 

Many  mailers,  including  many  newspapers,  had  severe  doubts  about  the  ability 
of  the  Postal  Service  to  maintain  delivery  service,  let  alone  improve  it,  with  the  re- 
duction in  staff  and  increase  in  mail  volume  during  the  holiday  season.  Yet  it  ap- 
pears that  mail  delivery  did  not  deteriorate;  it  may  have,  in  fact,  actually  improved. 
Few  companies  can  honestly  claim  to  have  done  better  with  higher  volume  and 
fewer  resources.  The  newspaper  industry  salutes  the  employees  of  the  Postal  Service 
for  the  incredible  job  they  did  during  the  holiday  season. 

And,  we  commend  Postmaster  General  Runyon  for  his  efforts  and  wish  him  con- 
tinued success.  I  cannot  think  of  another  individual  more  qualified  than  Mr.  Runyon 
to  provide  the  leadership  necessary  to  elevate  the  Postal  Service  to  a  world-class  de- 
livery system. 

THE  ADMINISTRATION'S  BUDGET  PROPOSAL 

The  Clinton  Administration  has  called  for  a  $1  billion  "tax"  over  three  years  on 
the  Postal  Service.  This  tax  is  couched  in  terms  of  interest  payments  on  monies 
taken  from  the  Postal  Service  in  past  years  for  health  and  benefit  costs  associated 
with  the  Postal  Service  "debts" — costs  we  believe  the  Postal  Service  should  not  have 
been  required  to  pay  in  the  first  place. 

With  enactment  of  the  1990  Omnibus  Budget  Reconciliation  Act,  the  Postal  Serv- 
ice assumed  the  full  load  of  health-benefits  and  pension-related  cost  of  living  adjust- 
ments for  employees  retiring  after  June  1971.  Many  in  the  mailing  community 
hoped  that  with  the  1990  Reconciliation  Act  in  place,  the  days  of  using  the  Postal 
Service  as  a  source  of  cash  to  reduce  the  federal  deficit  would  be  over.  However,  this 
does  not  appear  to  be  the  case. 

NAA  cannot  support  the  Administration's  proposal  to  impose  these  extraordinary 
costs  on  the  Postal  Service. 

REVENUE  FOREGONE 

The  Administration  also  recommends  reducing  the  revenue  foregone  appropria- 
tion. While  it  is  not  clear  whether  the  Administration  expects  the  Postal  Service  or 
the  preferred-rate  mailers  to  pick  up  shortfall,  it  is  clear  that  there  is  no  Adminis- 
tration support  for  full  funding  of  revenue  foregone.  This  creates  an  enormous  prob- 
lem for  preferred-rate  and  regular-rate  mailers  alike. 
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The  mailing  community  and  the  Postal  Service  are  struggling  to  find  an  amicable 
solution  to  resolve  this  difficult  problem  and  to  eliminate  the  annual  appropriations 
battle  over  revenue  foregone.  NAA  believes  that  a  final  solution  must  be  found  this 
year  that  is  balanced  and  fair  to  all  postal  rate  payers,  both  commercial  and  pre- 
ferred. 

Mr.  Chairman  it  is  important  to  note  that  the  larger  newspapers  in  NAA's  mem- 
bership do  not  use  the  in-county  portion  of  the  revenue  forgone  appropriation.  As 
you  know,  that  rate  is  limited  to  newspapers  either  with  circulations  under  10,000 
or  with  the  majority  of  their  circulation  within  the  county  of  publication. 

At  the  same  time,  some  of  the  smaller  weeklies  among  NAA's  membership  do 
make  extensive  use  of  the  in-county  rate.  These  weekly  newspapers  provide  an  in- 
valuable service  to  this  county  and  are  often  the  "soul"  of  the  communities  they 
serve.  Their  editorial  voices  provide  unique,  meaningful  and  valuable  information  to 
their  readers,  particularly  in  rural  areas.  These  strong  editorial  voices  need  to  be 
preserved.  We  urge  you  to  craft  a  solution  that  essentially  holds  harmless  these 
small  newspapers. 

NAA  stands  ready  to  assist  the  Committee,  in  any  way  that  it  can,  to  resolve  this 
recurring  prolem. 

REPRESENTATION  IN  THE  COURT  OF  APPEALS 

Earlier  this  year,  in  the  waning  days  of  the  Bush  Administration,  we  saw  a  high 
profile  battle  unfold  between  the  Postal  Service  and  the  Department  of  Justice  over 
whether  the  Postal  Service's  voice  should  be  heard  independent  of  that  of  the  gov- 
ernment as  expressed  by  the  Department  of  Justice,  in  the  privte  mailers'  appeal 
of  the  most  recent  rate  case  decision.  As  this  Committee  is  aware,  the  Court  of  Ap- 
peals ultimately  allowed  the  Postal  Service  to  have  its  voice  heard  in  court. 

Since  then,  an  unsettling  development  has  occurred  which  we  would  like  to  call 
to  the  attention  of  the  Committee.  In  this  same  appeal — and  after  the  Postal  Serv- 
ice-Department of  Justice  dispute  had  been  settled — the  Postal  Rate  Commission 
drafted  a  brief  and  submitted  that  brief  to  the  Court  with  a  motion  for  leave  to  ac- 
cept. We  assumed  that  in  the  spirit  of  fairness,  the  court  would  allow  that  brief  to 
be  filed.  To  our  surprise,  the  court  refused  to  accept  the  PRC's  brief. 

We  find  this  quite  disturbing.  If  one  agency  is  going  to  have  its  voice  fully  heard 
in  court  apart  from  or  independent  of  the  Department  of  Justice,  we  believe  the 
other  agency  should  be  allowed,  as  a  matter  of  equity,  the  same  privilege.  This  is 
particularly  true  in  appeals  of  postal  cases  where,  as  a  practical  reality,  it  is  the 
Commission's  processes  and  decisions  that  are  the  subject  of  the  litigation,  albeit  in 
the  guise  of  a  decision  of  the  governors. 

POSTAL  RATE  DEREGULATION 

The  newspaper  industry  is  one  of  many  industries  that  has  long  opposed  Postal 
Service  rate  deregulation  and  the  interrelated  issues  of  contract  rates  and  volume 
discounts.  NAA's  interest  here  focuses  on  the  possibility  of  the  Postal  Service  im- 
properly giving  mailers  rate  breaks  that  are  not  cost-based.  NAA's  position  is 
grounded  in  the  belief  that  the  Postal  Service  should  give  all  competitors — large  and 
small — the  same  service  for  the  same  price,  and  that  the  Postal  Service  must  be 
subject  to  either  market  place  or  regulatory  forces. 

The  Postal  Service  does  not  operate  in  the  free  market.  If  it  did,  newspapers'  con- 
cerns would  be  lessened.  However,  the  Postal  Service  has  a  government  protected 
monopoly,  is  immune  from  suit  under  the  antitrust  laws,  and  pays  no  taxes.  This 
gives  it  a  guaranteed  income,  and  removes  it  from  the  discipline  of  the  competitive 
marketplace.  Since  its  ratesetting  activities  are  not  regulated  by  market  forces,  they 
must  continue  to  be  regulated  by  the  Postal  Rate  Commission.  As  an  arm  of  the 
United  States  Government,  the  Postal  Service's  service  offerings  must  remain  avail- 
able to  all,  under  the  same  conditions,  and  at  the  same  price. 

Over  the  last  several  years,  we  have  seen  rate  deregulatory  concepts  crop  up  in 
various  studies  and  reports,  with  some  suggestions  that  rate  deregulation  could  be 
accomplished  through  the  administrative  process.  NAA  firmly  believes  that  any 
such  questions  must  be  resolved  by  Congress  with  an  opportunity  for  all  to  have 
their  views  heard  on  the  record  in  public  hearings.  We  would  urge  the  Committee 
to  pay  particular  attention  to  the  activities  of  the  Postal  Service  in  this  regard  so 
that  neither  the  public  nor  postal  customers  will  be  short  changed. 

Mr.  Chairman,  that  concludes  my  testimony.  I  appreciate  the  opportunity  to  ap- 
pear before  you,  and  I  would  be  happy  to  attempt  to  answer  any  questions. 

Miss  Collins.  Ms.  Black,  thank  you  so  much  for  the  way  you 
summarized  your  statement. 
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I'm  going  to  call  for  a  10-minute  recess  so  that  we  can  go  vote, 
and  I'd  like  to  ask  my  colleagues  if  you  would  return  for  our  final 
witness  and  any  questions. 

Mrs.  Morella.  Madam  Chair,  before  we  recess  for  the  vote,  may 
I  ask  unanimous  consent  that  the  opening  statements  of  Represent- 
atives Young  and  Myers  be  included  in  the  record?  They  couldn't 
be  here. 

Miss  Collins.  Without  objection. 

Mrs.  Morella.  Thank  you. 

[The  prepared  statement  of  Hon.  Don  Young  follows:] 

Prepared  Statement  of  Hon.  Don  Young,  a  Representative  in  Congress  From 

the  State  of  Alaska 

I  would  like  to  commend  the  Chairman,  Mr.  Clay,  and  the  Ranking  Minority 
Member,  Mr.  Myers,  on  scheduling  this  second  oversight  hearing  to  address  the  U.S. 
Postal  Service  and  the  concerns  of  the  mailers.  As  a  member  of  this  Committee,  I 
feel  it  is  imperative  that  we  exercise  our  oversight  authority  of  the  U.S.  Postal  Serv- 
ice. 

I  believe  at  no  time  since  I've  been  in  Congress  has  the  Postal  Service  faced  as 
many  challenges  as  it  does  today,  with  it's  recent  restructuring,  revenue  forgone,  re- 
tirement liabilities,  and  the  concept  of  reforming  the  postal  ratemaking  process. 
This  government  agency  is  entering  a  critical  state  of  its  operation. 

It  was  interesting  to  read  the  advance  testimony  by  the  witnesses  today.  The  one 
item  that  stuck  in  my  mind,  was  we  are  in  general  agreement  concerning  the  USPS. 
I  must  admit  on  the  broad  specter,  it  would  appear  that  restructuring  has  been  a 
success.  I  personally  have  some  reservation  concerning  its  negative  affects  on  my 
home  state  of  Alaska.  But,  I  am  pleased  to  hear  your  support  for  the  restructuring. 

The  two  toughest  issues  facing  this  Committee  is  revenue  forgone  and  unfunded 
liabilities.  I  am  opposed  to  the  current  Administration's  proposed  reduction  of  the 
revenue  forgone  appropriation.  It  has  come  time  to  pay  as  you  go.  The  first  steps 
need  to  be  laid  to  reform  the  eligibility  for  non-profits,  and  possible  slightly  raise 
the  rates  on  third  class  mailers.  The  USPS  has  formulated  a  proposal  that  should 
lay  the  ground  work  for  discussion  and  compromise  between  the  non-profit  and 
third  class  mailers.  I  look  forward  to  hearing  your  concerns  on  the  issue.  I  also,  have 
grave  concern  over  the  President  Clinton's  plan  to  have  the  Postal  Service  pay  the 
US  Treasury  over  a  billion  dollars  in  the  next  few  years  associated  with  retirement 
benefits  of  former  employees.  It  would  appear  that  the  Postal  Service  has  already 
met  its  obligation  and  paid  those  retirement  costs.  In  this  time  of  "sacrifice"  and 
"contributions",  we  do  not  need  another  rate  increase  paid  for  by  the  American  peo- 
ple. It  is  clearly  a  game  of  smoke  and  mirrors  by  this  new  Administration. 

I  am  a  strong  supporter  of  the  Postal  Rate  Commission  and  its  efforts  to  help  re- 
form the  ratemaking  process.  Yet,  I  believe  the  Postal  Rate  Commission  and  the  US 
Postal  Service  must  work  together  to  help  solve  these  problems.  If  the  witnesses 
have  specific  ideas  on  ratemaking  reform,  I  would  be  interested  in  discussing  them. 

In  conclusion,  I  would  like  to  thank  the  witnesses  today  for  their  time  and  in- 
depth  testimony.  I  look  forward  to  developing  a  strong  working  relationship  with  the 
different  organizations  concerning  the  important  issues  we  discussed  today,  espe- 
cially revenue  forgone.  I  would  encourage  the  witnesses  today  to  keep  the  members 
of  this  committee  and  the  individual  members  of  Congress  informed  of  the  progress 
of  these  issues! 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Hon.  John  T.  Myers  follows:] 

Prepared  Statement  of  Hon.  John  T.  Myers,  a  Representative  ln  Congress 
From  the  State  of  Indiana 

Mr.  Chairman  thank  you  for  calling  this  hearing  to  continue  with  the  Committee's 
oversight  responsibility  related  to  the  overall  operation  of  the  U.S.  Postal  Service. 
I  look  forward  to  hearing  first-hand  from  various  mailers  who  are  testifying  today 
of  their  concerns  related  to  Postmaster  General  Runyon's  ambitious  actions  during 
the  last  nine  months  to  restructure  the  Postal  Service. 

I  am  very  interested  to  know  the  perspective  of  the  mailers,  both  large  and  small, 
on  Runyon's  achievements  to  date.  Since  he  has  been  in  office  he  has  taken  dra- 
matic actions  to  reduce  overhead  and  improve  service.  I  certainly  hope  the  mailers 
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have  noticed  positive  changes  from  his  efforts  and  look  forward  to  their  specific  com- 
ments on  reforming  the  postal  rate  making  process  and  how  best  to  resolve  the 
mounting  crisis  associated  with  revenue  foregone. 

Thank  you  for  your  continued  leadership  and  I  look  forward  to  what  our  witnesses 
have  to  share  with  us  at  this  time. 

Miss  Collins.  So  we'll  be  back  in  10  minutes.  Colleagues,  I  think 
we  have  about  4  minutes  to  vote. 

[Recess.] 

Miss  COLLINS.  The  full  committee  oversight  hearing  is  back  in 
session.  I  thank  all  of  you  very  kindly  for  waiting.  That  was  a  very 
quick  500  calories  burned.  And  we  have  a  little  time  left. 

Now  we'll  hear  a  statement  from  Tonda  Rush,  National  News- 
paper Association.  Thank  you. 

Ms.  RUSH.  Thank  you,  Madam  Chairman.  You've  rescued  me 
from  debating  whether  I'm  going  to  say  "Good  morning"  or  "Good 
afternoon." 

Miss  Collins.  It's  good  afternoon  now. 

Ms.  RUSH.  So  I  can  firmly  say  "Good  afternoon."  And  I  want  to 
thank  you  for  providing  the  National  Newspaper  Association  with 
this  opportunity. 

My  name  is  Tonda  Rush.  I'm  the  President  and  CEO  of  the  Na- 
tional Newspaper  Association.  We  represent  about  4,600  commu- 
nity newspapers.  Our  typical  member  is  a  weekly  newspaper  with 
a  circulation  below  5,000  paid  copies  per  week.  Our  members  often 
rely  upon  the  Postal  Service 

Miss  Collins.  I'm  sorry? 

Ms.  Rush.  Yes? 

Miss  Collins.  What  was  the  5,000? 

Ms.  Rush.  Paid,  5,000  paid  circulation  copies  a  week. 

Our  members  often  rely  upon  the  Postal  Service  for  their  pri- 
mary mode  of  delivery.  They  use  the  in-county  rates,  which  are 
preferred  mailing  rates  supported  by  revenue  forgone.  They  also 
use  regular  second  class  rates.  First  and  third  class  rates  also 
heavily  affect  their  business  costs. 

I'm  here  to  address  the  critical  importance  of  maintaining  stable 
in-county  rates  while  a  good  alternative  to  revenue  forgone  is 
found. 

We  are  committed  to  finding  that  alternative.  To  get  there,  we 
ask  the  Congress  for  three  things.  Number  one  is  a  recognition  in 
Title  39  of  the  importance  of  local  news  and  information. 

Number  two  are  some  specific  numerical  parameters  to  guide  the 
discretion  of  the  rate-setters. 

And  number  three  is  the  assurance  of  no  increase  until  the  next 
omnibus  rate  case  is  able  to  put  these  first  two  points  into  effect. 
This  latter  element  of  stable  rates  is  critical  to  provide  community 
newspapers  with  the  opportunity  to  plan  for  their  increase. 

The  in-county  postal  rate  for  newspapers  and  other  publications 
has  been  a  preferred  rate  since  1852.  The  Congress  established 
that  policy  to  encourage  literacy,  civic  involvement,  and  community 
development.  Today  that  policy  serves  all  sorts  of  community  news- 
papers, newspapers  with  communities  of  interest  as  well  as  of  geog- 
raphy, newspapers  within  urban  areas  as  well  as  the  rural  commu- 
nities that  existed  in  1852. 

Since  the  Postal  Service  opened  its  doors  in  1971,  these  in-county 
newspapers  have  been  gradually  brought  up  to  full  attributable 
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cost  coverage  through  a  series  of  phased  increases.  Today  they  pay 
all  of  their  attributable  costs  and  make  a  contribution  to  postal 
overhead. 

Revenue  forgone  then  compensates  the  Postal  Service  for  the  re- 
mainder of  the  overhead  contribution  that  this  mail  class  would 
have  made.  In  our  formal  statement,  we  explain  why  the  calcula- 
tion of  that  overhead  share  is  higher  than  it  might  be  resulting, 
then,  in  a  heavier  burden  on  the  federal  treasury. 

Since  1971  in-county  postal  rates  have  increased  by  1,600  per- 
cent. To  prevent  even  larger  increases,  newspapers  have  come  to 
Congress  each  year  for  continued  funding.  But  we  understand  the 
grave  nature  of  the  budget-balancing  task  before  Congress  today, 
and  we  are  committed  to  working  with  this  committee  to  finding 
an  acceptable  alternative  to  revenue  forgone. 

The  three  steps  that  we  seek,  a  stable  interim  rate,  a  recognition 
of  the  importance  of  local  news  and  information,  and  some  numeri- 
cal parameters  for  the  rate-setters,  will  in  combination  provide 
newspapers  with  some  time  for  some  very  somber  business  plan- 
ning, and  it  will  give  both  the  mailers  and  the  Postal  Service  relief 
from  the  October  surprise  that  has  loomed  before  us  every  year. 

Without  these  steps,  community  newspapers  may  face  sudden 
and  steep  increases  of  nearly  30  percent  in  their  postal  costs.  That 
will  put  many  newspapers  directly  and  immediately  into  receiver- 
ship, and  it  will  send  others  out  to  develop  their  own  alternate  de- 
livery forces,  which  will  then,  in  turn,  pull  still  more  mail  volume 
from  the  Postal  Service. 

Madam  Chairman,  newspapers  are  prepared  to  share  the  pain. 
We  believe  with  the  concerted  efforts  of  the  Postal  Service,  this 
committee,  and  other  mailers,  we  can  find  a  proper  solution,  and 
we  look  forward  to  working  with  you  and  this  committee. 

Thank  you. 

[The  prepared  statement  of  Mr.  Rush  follows:! 

Prepared  Statement  of  Tonda  F.  Rush,  President  and  Chief  Executive 
Officer,  National  Newspaper  Association 

Mr.  Chairman,  I  am  Tonda  F.  Rush,  President  and  Chief  Executive  Officer  of  the 
National  Newspaper  Association.  The  National  Newspaper  Association  represents 
more  than  4,600  newspapers  in  the  United  States.  About  680  of  our  members  are 
daily  newspapers  and  about  3,900  are  weekly  newspapers. 

Newspapers  have  had  an  intimate  relationship  with  the  Postal  Service  since  our 
nation  was  founded.  Most  newspapers  have  traditionally  been  delivered  by  the  Post- 
al Service  and  I  don't  think  it  is  an  exaggeration  to  say  that  newspapers  and  the 
Postal  Service  have  forged  the  frontiers  of  America  together  for  200  years. 

Today  the  relationship  is  still  there  because  most  newspaper  publishers  choose  to 
have  the  Postal  Service  deliver  their  papers.  However,  the  relationship  is  in  flux  be- 
cause we  are  increasingly  turning  to  alternate  forms  of  delivery  for  a  variety  of 
price,  service  and  regulatory  reasons.  Furthermore,  in  most  areas  of  the  United 
States  the  Postal  Service  is  among  our  stiffest  competitors  for  the  advertising  busi- 
ness we  need  to  support  the  news  and  informational  content  of  our  newspapers. 

Because  of  the  vast  size  of  the  Postal  Service  and  the  fact  that  it  calls  upon  every 
home  and  business  in  the  United  States  every  day,  six  days  a  week,  this  Committee 
has  plenty  of  responsibilities  in  its  oversight  of  postal  operations.  The  matter  of 
greatest  concern  to  our  members  is  the  traditional  contribution  to  Postal  overhead 
known  as  revenue  forgone. 

Our  members  are  vitally  interested  in  the  revenue  forgone  appropriations  issue 
because  we  represent  the  substantial  majority  of  the  category  of  mail  known  tech- 
nically as  second-class  within-county  mail.  This  category  is  very  narrowly  drawn  to 
include  only  the  smallest,  local  publications.  To  qualify  to  mall  in  this  category  a 
mailer  must  be  a  periodical  with  a  legitimate  list  of  paid  subscribers  or  requesters, 
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have  a  circulation  of  less  than  10,000  and  distribute  more  than  50  percent  of  its 
circulation  in  the  county  of  publication. 

Newspapers  are  prepared  to  explore  serious  alternatives  to  revenue  forgone  and 
to  share  the  pain  in  the  difficult  process  of  establishing  the  fiscal  year  1994  budget. 
We  want  to  make  clear  to  the  committee  our  position  that  solving  the  revenue  for- 
gone problem  should  include  the  following  points: 

Point  1:  Require  the  Postal  Rate  Commission  to  recognize  the  value  of  local  news 
and  information  as  it  sets  rates. 

Point  2:  Set  numerical  parameters  on  the  requirements  of  in-county  mail  to  pay 
its  share  of  USPS  institutional  costs. 

Point  3:  Assure  in-county  mailers  of  rate  stability  until  the  Postal  rate  Commis- 
sion rate  setting  process  can  address  points  one  and  two  above. 

We  believe  these  points  are  fair  and  in  keeping  with  the  committee's  policies  re- 
garding postal  rate  setting.  I  will  explain  them  more  fully  below. 

Second-class  within-county  mailers  are  trapped  in  the  revenue  forgone  process 
and  we  find  it  very  difficult  to  get  out — which  we  would  like  to  do.  Let  me  outline 
for  the  members  of  the  committee  how  we  came  to  be  trapped,  what  the  ramifica- 
tions are  and  how  the  committee  can  fairly  solve  the  problem. 

Under  the  Postal  Reorganization  Act,  the  Congress  created  a  mechanism  whereby 
certain  mail  is  delivered  at  reduced  rates  or,  in  some  cases,  completely  free  of  post- 
age. At  the  same  time,  the  Congress  took  two  actions  that  led  this  committee  to  the 
dilemma  you  face  today  with  revenue  forgone. 

First,  the  Congress  promised  to  pay  the  difference  between  the  income  generated 
by  the  rates  of  preferred  rate  mailers  and  the  "theoretical"  income  the  Postal  Serv- 
ice would  have  received  had  the  mail  pieces  traveled  at  the  markup  paid  by  the  clos- 
est comparable  class  of  regular  rate  mail.  That  difference  represents  the  contribu- 
tion those  mailers  would  have  made  to  the  Postal  Service's  institutional  costs. 

I  say  "theoretical"  because  as  the  price  of  mail  piece  goes  up,  the  number  of  pieces 
mailed  will  decline.  Thus  the  Postal  Service  obtained  a  wonderful  funding  source 
from  the  Congress  that  has  given  the  Service  more  money  than  it  would  have  ob- 
tained from  preferred  rate  mail  if  that  preferred  rate  mail  had  paid  higher  rates. 

The  second  related  action  the  Congress  took  was  to  recognize  that  there  are  hun- 
dreds of  different  characteristics  among  the  many  kinds  of  mail  the  Postal  Service 
handles.  The  Congress  therefore  required  the  Postal  Rate  Commission  to  take  into 
account  many  criteria  in  setting  postal  rates  for  the  various  classes  of  mail.  Among 
the  criteria  are  the  same  ones  that  led  the  Congress  to  create  a  system  of  preferred 
rate  categories;  namely,  the  educational,  cultural,  scientific  and  informational  value 
of  the  mall  piece. 

We  believe  that  because  the  Congress  specifically  spelled  out  these  criteria  in  au- 
thorizing the  Postal  Rate  Commission,  it  is  highly  likely  that  preferred  rate  mail 
would  be  priced  at  something  less  than  regular  rate  mail  if  there  were  no  revenue 
forgone  appropriation  at  all.  However,  the  revenue  forgone  appropriation  authoriza- 
tion requires  the  Postal  Service  to  be  reimbursed  at  the  full  markup  of  regular  rate 
mail  despite  the  inclination  of  rate  setters  to  recognize  the  value  of  that  mail  with 
a  lower  institutional  cost  contribution.  This  situation  has  allowed  the  Postal  Service 
to  benefit  even  more  from  a  much  higher  than  necessary  appropriation  from  the 
Congress. 

The  end  result  of  these  two  provisions  of  the  Postal  Reorganization  law  is:  (1) 
Congress  has  had  to  appropriate  far  more  than  is  necessary  for  revenue  forgone 
funding  and  (2)  preferrea  rate  mailers  have  had  to  fight  each  year  for  revenue  for- 
gone funding  for  fear  that  an  abrupt  failure  of  appropriations  would  result  in  higher 
rates  that  could  severely  damage  their  businesses  almost  without  warning.  It  is  im- 
portant to  remember  that  the  new  rates,  since  they  are  based  on  rates  of  other 
classes  of  mail,  might  be  higher  than  they  ever  would  have  been  had  there  been 
no  revenue  forgone  program. 

Neither  of  these  results  is  beneficial  either  to  the  United  States  Treasury  or  to 
the  mailers  affected  by  the  revenue  forgone  program.  They  also  forced  us  into  our 
traditional  position  of  having  to  seek  full  funding  for  revenue  forgone. 

A  solution  to  the  problem  is  relatively  simple  if  proper  timing  can  be  arranged. 
We  would  anticipate  that  a  solution  will  be  developed  within  the  confines  of  the 
House  Post  Office  and  Civil  Service  Commission  and  the  Senate  Government  Affairs 
Committee,  but  we  want  to  outline  it  for  this  committee  to  solicit  your  support  for 
a  solution  within  the  next  couple  of  months.  But  if  no  solution  is  immediately  forth- 
coming, it  is  incumbent  upon  this  committee  to  maintain  stable,  balanced  rate  rela- 
tionships while  the  solution  is  being  developed  and  put  into  place. 

Let's  see  how  easy  the  solution  can  be.  Our  goal  is  to  eliminate  the  entire  revenue 
forgone  appropriation  so  that  no  mailer  or  group  of  mailers  is  faced  with  an  "Octo- 
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ber  surprise"  of  a  large  postal  rate  increase  without  notice  following  a  failure  of  ap- 
propriations. 

FREE  MAILINGS 

For  those  mail  pieces  given  the  benefit  of  free  mail  service  by  the  Congress,  it 
is  possible  that  these  be  required  to  be  carried  free  by  the  Postal  Service  without 
reimbursement.  Nearly  every  business  in  the  United  States  and  every  Federal  agen- 
cy undertakes  the  support  of  the  multitude  of  charitable  and  volunteer  activities 
that  assist  the  needy  of  our  society.  We  have  no  official  policy  on  this  possibility, 
but  could  not  oppose  it  if  adopted  by  the  Congress. 

The  free  mail  cost  to  the  Postal  Service,  at  current  volumes,  would  represent  be- 
tween one-tenth  and  two-tenths  of  one  percent  of  gross  Postal  Service  revenue.  This 
seems  a  fair  and  reasonable  amount  to  be  considered  a  corporate  charitable  con- 
tribution. 

REDUCED  RATE  MAILINGS 

Other  than  free  mail,  every  mail  piece  carried  by  the  Postal  Service  is  required 
to  pay  its  full  direct  (attributable)  costs  and  a  portion  of  the  indirect  (institutional) 
costs.  These  allocations  are  made  simultaneously  for  all  classes  of  mail  by  the  Postal 
Rate  Commission.  In  this  sense  the  term  reduced  rate  mail  is  a  misnomer  because 
"reduced  rate"  mail  pays  all  its  attributable  costs  and  a  portion  of  the  institutional 
costs  of  the  Postal  Service. 

In-county  mailers,  because  their  postal  costs  are  already  calculated  by  the  Postal 
Service  and  considered  separately  by  the  Postal  Rate  Commission,  could  easily  be 
removed  from  the  requirement  of  a  revenue  forgone  appropriation  by  creating  a 
"subclass  treatment"  with  the  enactment  of  what  is  called  a  "3622(b)"  clause  specify- 
ing that  the  Postal  Rate  Commission  must  consider  the  "local  dissemination  of  local 
news  and  information"  as  one  of  the  criteria  that  guide  its  decisions  and  by  setting 
some  specific  numerical  ceding  upon  the  exercise  of  that  discretionary  consideration. 

If  this  action  were  taken  there  would  be  no  reason  for  an  in-county  appropriation 
and  our  rates  would  be  set  through  the  Postal  Rate  Commission's  process  with  ap- 
propriate guidance  and  oversight  from  the  Congress. 

In-county  mail  has  a  different  rate  structure  from  the  rest  of  second-class.  The 
Postal  Rate  Commission  described  it  in  its  option  in  the  most  recent  rate  case  as 
follows:  "The  within-county  rate  structure  is  the  most  simple  of  any  second-class 
subclass.  There  is  no  editorial/advertising  distinction  in  second-class  within-county 
rates;  the  pound  charges  are  not  zoned;  and,  the  piece  charges  have  only  one  presort 
level,  carrier  route." 

There  are  reasons  for  this  simplicity.  By  definition,  in-county  mail  is  composed  of 
periodicals,  primarily  weekly  newspapers,  that  appear  at  the  local  post  office  at  the 
same  time  on  the  same  day  each  week.  Postmasters  and  publishers  work  closely  to- 
gether to  minimize  each  others'  workload  and  to  set  up  schemes  that  make  this 
weekly  mail  easy  to  handle.  Generally  the  mail  is  entered  each  day  or  week  at  the 
same  time  in  the  same  place  in  packages  as  directed  by  the  Postal  Service.  It  is 
well  prepared  and  correctly  addressed.  This  keeps  this  mail  predictable,  simple  and 
easy  to  handle. 

This  difference  in  structure  of  second-class  rates  along  with  other  characteristics 
of  in-county  make  it  difficult  for  us  to  accept  our  treatment  as  regular  rate  second- 
class  for  revenue  forgone  purposes  when  there  is  a  failure  of  appropriations.  Con- 
trast the  above  quotation  to  the  Postal  Rate  Commission's  comparison  of  regular 
rate  and  nonprofit  rates  in  the  same  opinion.  'The  rate  structure  for  nonprofit,  sec- 
ond-class is  identical  to  regular  rate  second-class  mail.  The  Postal  Service  proposal 
maintains  that  relationship.  The  Commission  agrees  with  the  Postal  Service  that 
this  relationship  between  nonprofit,  second-class  mad  and  regular  rate  second-class 
mad  rate  structures  should  be  maintained.  Therefore,  we  recommend  a  rate  struc- 
ture for  nonprofit,  second-class  which  mirrors  the  rate  structure  we  recommend  for 
regular  rate  second-class  mail." 

As  I  mentioned,  nonprofit  maders  are  mailing  in  rate  categories  that  are  specifi- 
cally designed  to  be  exactly  like  their  matching  regular  rate  categories.  We  don't 
presume  to  speak  for  the  nonprofit  maders  here  other  than  to  show  the  committee 
how  they  could  be  withdrawn  from  the  need  for  revenue  forgone  funding. 

It  is  our  understanding  that  the  nonprofit  maders  are  currently  developing  legis- 
lation to  peg  their  rates  to  other  kinds  of  mad  and  we  know  that  last  year  Congress 
considered  tying  them  to  a  percentage  of  the  markup  for  regular  rate  mad.  What- 
ever the  Congress  might  decide  to  do  in  this  regard,  the  nonprofit  rate  that  resulted 
could  become  the  actual  rate  for  nonprofit  mail.  If  this  were  done,  there  would  be 
no  need  to  calculate  a  revenue  forgone  appropriation. 
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RATE  PARITY 

We  recommend,  therefore,  that  the  Congress  see  to  it  that  any  rate  adjustments 
that  occur  as  a  consequence  of  the  Congress  getting  out  of  the  revenue  forgone  busi- 
ness are  made  in  the  context  of  the  next  omnibus  rate  case  at  the  Postal  Rate  Com- 
mission. Such  a  requirement  would  minimize  the  dislocations  that  would  occur  if  the 
Congress  decided  to  leave  rate  setting  up  to  the  Postal  Service  until  the  next  rate 
case. 

The  Postal  Rate  Commission  is  required  by  the  Congress  to  set  rates  based  upon 
"the  relationships  of  the  rates  or  fees  charged  to  the  various  classes  of  mail."  When 
it  sets  the  rates  for  the  various  classes,  it  assumes  a  full  appropriation  for  revenue 
forgone  and  adjusts  the  relationships  accordingly.  For  example,  the  Commission 
knows  very  well  that  newspapers  compete  intensely  with  bulk  business  mailers.  The 
PRC  is  required  by  law  to  take  this  competition  into  consideration  in  its  rate  struc- 
ture and  that  consideration  often  results  in  a  lower  rate  for  our  competitors. 

What  if  the  rate  for  newspapers  suddenly  jumps  20  or  30  percent  while  the  bulk 
business  mail  rate  is  left  unchanged?  This  gets  the  relationship  out  of  whack  and 
puts  one  side  at  a  substantial  competitive  disadvantage.  For  this  reason,  and  it  is 
a  very  powerful  one,  rates  must  all  be  adjusted  together. 

If  rates  are  not  adjusted  together  then  a  group  of  mailers  adversely  affected  can 
be  seriously  harmed  and/or  the  Postal  Service  can  be  harmed  if  mailers  are  forced 
into  the  arms  of  competitors  or  simply  are  not  still  in  business  to  provide  mailings 
for  the  Postal  Service. 
Now  the  question  is:  what  problems  will  be  created? 

An  obvious  problem  is:  won't  such  an  action  move  us  closer  to  the  next  rate  case? 
The  answer  to  this  question  is:  yes,  it  will  to  some  extent.  On  the  other  hand,  main- 
taining overall  rate  relationships  and  protecting  the  open,  on-the-record  rate  setting 
process  for  determining  postal  rates  seems  a  much  more  important  public  policy 
goal.  For  this  reason  we  urge  the  committee  to  require  revenue  forgone  rate  adjust- 
ments to  occur  in  a  rate  case  proceeding. 

Some  will  ask:  where  will  the  money  come  from  to  maintain  the  current  rate 
structure?  Actually  the  Postal  Service  has  the  money  on  hand.  When  the  Postal 
Rate  Commission  sets  rates  it  first  calculates  how  much  income  (the  revenue  re- 
quirement) the  Postal  Service  needs  to  operate.  Once  it  makes  this  calculation  it  is 
duty  bound  to  provide  rates  that  will  give  the  Postal  Service  all  the  money  it  needs 
to  achieve  that  amount  of  income. 

Beyond  that,  however,  the  Commission  creates  what  is  known  as  the  contingency 
fund — which  is  above  and  beyond  the  revenue  requirement.  The  most  recent  Postal 
Rate  Commission  decision  granted  the  Postal  Service  an  annual  contingency  fund 
of  more  than  $1.6  billion.  Thus,  one  year's  worth  of  the  contingency  fund  would  fund 
the  costs  of  free  for  the  blind  for  about  25  years.  A  second  year's  contingency  alloca- 
tion could  more  than  make  up  for  all  the  revenue  forgone  funding  shortfalls  for  fis- 
cal years  1993  and  1994. 

Virtually  every  mailer  has  asked  the  Commission  not  to  approve  such  a  large  ad- 
ditional sum  for  the  Postal  Service,  but  it  has  continued  to  approve  this  large  con- 
tingency fund  for  the  Postal  Service's  use. 

In  addition,  the  Postal  Rate  Commission  did  not  take  into  account  the  massive 
cost  cutting  the  Postal  Service  has  seen  as  a  part  of  Postmaster  General  Marvin 
Runyon's  reorganization  program.  This  committee  can  expect  the  Postal  Service  to 
have  far  better  financial  results  as  a  result  of  the  reorganization  than  would  other- 
wise have  been  the  case.  It  is  important  to  keep  in  mind  that  current  rates  are 
based  upon  the  old  operating  system,  not  the  new,  cheaper  one. 

Others  will  say:  why  not  just  drive  those  preferred  rates  up?  The  answer  is  the 
Postal  Service  can't  afford  it. 

In  the  last  rate  case  the  in-county  rate  was  increased  about  22  percent.  Figures 
released  by  the  Postal  Service  in  conjunction  with  the  release  of  its  ideas  on  revenue 
forgone  indicate  that  it  would  expect  to  raise  in-county  rates  an  additional  29  per- 
cent in  the  absence  of  an  appropriation.  This  would  result  in  a  total  rate  increase 
of  57  percent. 

In  considering  an  increase  of  this  magnitude,  any  fairly  bright  publisher  (and  all 
of  our  newspaper  publisher  members  are  more  than  just  fairly  bright)  would  get 
right  to  work  on  moving  to  alternate  delivery  for  his  or  her  newspaper.  It  is  unrea- 
sonable to  think  the  Postal  Service  would  still  be  delivering  many  in-county  news- 
papers after  a  57  percent  increase  in  rates.  The  business  will  either  cease  to  exist 
or  be  squeezed  uncomfortably  out. 

The  members  of  this  committee  can  do  the  same  math  a  publisher  can  do  by  tak- 
ing the  57  percent  rate  increase  I  outlined  as  the  in-county  increase  and  contrasting 
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it  to  the  4  percent  rate  increase  our  main  competitor,  the  saturation  rate  third-class 
mailer,  would  have  received  over  exactly  the  same  time  frame. 

Moreover,  we  are  also  only  too  aware  of  the  rate  increases  we  have  struggled  with 
since  reorganization.  In  a  time  when  the  consumer  price  index  increases  by  360  per- 
cent, in-county  rates  have  risen  more  than  1,600  percent. 

To  us  it  seems  clear  from  a  public  policy  standpoint  and  easy  enough  from  a  fi- 
nancial standpoint  to  remove  the  requirement  that  Congress  fund  the  revenue  for- 
gone program,  protect  the  mail  pieces  that  currently  are  mailed  free  and  provide 
a  mechanism  for  the  other  mailers  to  begin  paying  rates  that  are  openly  set  by  the 
Postal  Rate  Commission  with  guidance  from  Congress. 

Everyone  will  benefit  from  such  a  plan.  The  Congress  won't  have  to  fight  the  an- 
nual revenue  forgone  appropriations  battle  each  year.  Regular  rate  mailers  won't 
have  the  uncertainties  of  funding  they  currently  face.  Preferred  rate  mailers  won't 
live  in  fear  of  large,  uncontrolled  October  rate  increases.  The  Postal  Service  will 
have  predictable  income.  And  free  mail  will  continue  to  maintain  its  current  status. 

We  hope  the  committee  can  help  us  encourage  the  two  authorizing  committees  to 
report  out  this  kind  of  a  permanent  solution. 

Miss  Collins.  Thank  you  very  much. 

Mr.  Dowden,  is  the  Postal  Service  considering  a  mail  classifica- 
tion structure  which  does  not  differentiate  between  a  brick  and  a 
book? 

Mr.  Dowden.  I  think  so. 

Miss  Collins.  Has  the  Postal  Rate  Commission  commented  on 
such  a  mail  classification  structure? 

Mr.  Dowden.  Not  to  my  knowledge. 

Miss  Collins.  Not  to  your  knowledge?  Okay. 

Finally,  should  the  authority  of  the  Postal  Rate  Commission  be 
increased?  And  if  so,  in  what  way? 

Mr.  Dowden.  I  think  our  view  is,  at  the  minimum,  it  should  not 
be  diminished.  We  did  comment  that  it  should  have  perhaps  great- 
er access  to  information. 

Miss  Collins.  Thank  you  very  much. 

Ms.  Black,  are  you  aware  of  a  Postal  Service  proposal  for  mail 
classification  which  ignores  whether  or  not  the  pieces  are  news- 
paper? And  what  is  your  view  of  such  a  proposal? 

Ms.  Black.  Would  you  rephrase  the  question,  please? 

Miss  Collins.  Yes.  Are  you  aware  of  a  Postal  Service  proposal 
for  mail  classification  which  ignores  whether  or  not  the  piece  is  a 
newspaper?  Are  you  aware  of  that? 

Ms.  Black.  I  am  not  aware  of  that,  and  I  will  respond  in  writing. 

Miss  Collins.  Okay.  Thank  you. 

Do  you  think  the  Postal  Rate  Commission  should  be  given  au- 
thority to  represent  its  position  in  appeals  of  rate  and  classification 
decisions? 

Ms.  Black.  Yes,  we  do  believe  that  the  Postal  Rate  Commission 
should  have  that  authority. 

Miss  Collins.  Why  is  that? 

Ms.  Black.  Well,  we  think  that  they  perform  a  very  valuable 
service.  But,  on  the  other  hand,  we  also  believe  that  the  Congress 
should  be  in  an  equally  important  role.  So  I  think  it's  a  very  care- 
ful balancing  act  between  the  two  of  them. 

Miss  Collins.  And,  finally,  Ms.  Rush,  I  don't  like  the  questions 
that  they  have  for  you.  So  I'll  ask  my  own. 

Ms.  Rush.  Okay. 

Miss  Collins.  The  rate  that  the  newspapers — the  postal  rate, 
has  it  been  cheaper  at  one  time  and  then  in  the  last  year  or  two 
gone  up  tremendously? 
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Ms.  RUSH.  Madam  Chairman,  what  happened  to  this  particular 
rate,  which  is  just  the  in-county  rate,  over  a  period  of  140  years 
is  that  it's  gone  from  basically  being  free  to  paying  its  full  cost. 

You  understand,  of  course,  the  postal  costs  have  gone  up  as  that 
has  happened.  So  as  these  small  newspapers  have  been  racing  to 
catch  up,  as  the  law  required  them  to  bear  their  full  attributable 
cost,  the  goalpost  kept  moving.  And  the  cost  kept  getting  higher. 
The  Congress  has  funded  a  portion  of  these  newspapers'  over- 
head contribution  to  the  Postal  Service  to  try  to  keep  the  relief  for 
the  newspapers  available. 

What  we  recognize  now  is  that  we  need  to  go  full  way  to  bear 
a  fuller  portion  of  that  attributable  cost  or  that  institutional  cost. 
We're  asking  the  Congress  to  mitigate  that. 

Miss  Collins.  I  guess  my  question  should  have  been  directed  to- 
wards Ms.  Black.  I  imagine  as  Chairman  of  this  oversight  hearing 
I  shouldn't  just  give  my  opinions,  but  I  believe,  Ms.  Rush,  that  your 
comments  were  very  well-made,  that,  first  of  all,  the  Postal  Rate 
Commission  should  recognize  the  value  of  local  news  and  informa- 
tion as  it  sets  the  rates.  I  believe  that  that  is  just  as  valuable  and 
important  as  accommodating  nonprofit  mailers.  I  really  do. 

Ms.  Black,  I  suppose  you're  the  one  I  should  have  asked  that 
question.  And  the  reason  I'm  asking  is  because  when  I  first  came 
to  Congress  three  years  ago,  I  paid  a  certain  amount  of  money  for 
my  hometown  newspaper.  And  now  it  has  more  than  quadrupled 
to  get  it  mailed. 

Now,  I  don't  know  if  the  hometown  newspaper  was  subsidizing 
it  and  now  they're  charging  me  the  full  amount  or  if  the  govern- 
ment was  subsidizing  and  now  they're  charging.  What  has  hap- 
pened in  three  years  with  that? 

Ms.  Black.  Well,  essentially,  the  in-county  rate,  which  has  been 
the  discussion  of  this  morning,  is  more  applicable  to  the  small 
weekly  newspapers  in  this  country,  which  Tonda  Rush's  organiza- 
tion, the  National  Newspaper  Association,  represents.  The  great 
percentage  of  her  newspapers,  as  she  mentioned,  are  small  commu- 
nity weekly  newspapers  that  have  the  opportunity  to  have  the  in- 
county  rate  since  they  mail  most  of  their  copies  literally  inside  the 
county. 
What  I'm  not  sure  about  is  if  you  are  talking  about  a  community 

newspaper 

Miss  Collins.  No.  Daily. 
Ms.  Black  [continuing].  Or  a  daily  newspaper. 
Miss  Collins.  Daily. 

Ms.  Black.  I  would  imagine  that  it  is  just  being  mailed  at  a  sec- 
ond class.  It  would  not  have  the  in-county  rate  since  it  is  being 
mailed  to  Washington,  DC.  So  it  would  be  a  totally  different  rate 
structure  for  it  over  the  period  of  time. 

Miss  Collins.  I  see.  Okay.  Do  you  think  it  was  subsidized  before 
and  now  it's  at  the  normal  rate? 

Ms.  Black.  It  may  just  literally  have  been  delivered  to  your 
home  or  your  office  just  as  though  you  were  subscribing  to  the 
Washington  Post  here  in  Washington,  DC.  If  you  were  mailing  the 
Washington  Post  to  Detroit,  it  would  be  a  totally  different  rate 
structure. 
Miss  Collins.  I  see.  All  right. 
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Ms.  Black.  So  it  would  be  a  home-delivered  subscription,  which 
would  be  one  type  of  rate  unrelated  to  the  Postal  Service. 

Miss  Collins.  I  see. 

Ms.  BLACK.  If  it  is  literally  going  into  the  mail,  it  would  be  under 
another  rate  structure. 

Miss  Collins.  I  see.  All  right.  Well,  I  don't  have  any  of  my  col- 
leagues here.  I  know  that  Mrs.  Connie  Morella  has  questions  that 
she's  going  to  give  to  you — she  especially  mentioned  you,  Ms. 
Black 

Ms.  Black.  Yes. 

Miss  Collins  [continuing].  In  writing.  And  I  would  appreciate  it 
if  you  all  would  respond  to  those. 

Ms.  Black.  Yes,  absolutely. 

Miss  COLLINS.  All  right.  I  thank  you  all  very  much  for  your  pa- 
tience. I  thank  you  for  your  participation  in  this  oversight  hearing. 
And  this  committee  is  now  adjourned. 

[Whereupon,  at  12:39  p.m.,  the  committee  was  adjourned.] 


OVERSIGHT  HEARING  TO  REVIEW  THE 
ACTIVITIES  OF  THE  U.S.  POSTAL  SERVICE 


TUESDAY,  APRIL  20,  1993 

House  of  Representatives, 
Committee  on  Post  Office  and  Civil  Service, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  10  a.m.,  in  room  311, 
Cannon  House  Office  Building,  Hon.  Tom  Sawyer  presiding. 

Members  present:  Representatives  Sawyer,  Wynn,  Young,  and 
Boehlert. 

Mr.  Sawyer.  Good  morning.  This  is  the  third  hearing  in  a  series 
of  the  Committee  on  Post  Office  and  Civil  Service's  annual  over- 
sight of  the  United  States  Postal  Service.  This  is  the  first  of  the 
full  committee  hearings  that  I  have  chaired.  As  the  Chairman  of 
the  Subcommittee  on  Census,  Statistics  and  Postal  Personnel,  I  am 
particularly  pleased  to  chair  this  hearing  as  we  will  hear  from  rep- 
resentatives of  the  Postal  Service's  employee  organizations. 

Our  witnesses  today  represent  the  real  backbone  of  the  Postal 
Service.  There  are  a  lot  of  things  being  automated,  but  the  work 
necessarily  continues  to  rely  on  the  efforts  of  the  employees  of  the 
Postal  Service  to  provide  efficient  and  courteous  service  to  postal 
customers.  In  that  sense,  what  is  happening  to  the  Postal  Service 
is  happening  almost  at  an  accelerated  rate  as  are  the  same  things 
that  are  occurring  in  our  society  more  broadly. 

We  are  seeing  an  enormous  amount  of  change  that  is  being  driv- 
en by  the  increased  application  of  technology  that  only  a  few  years 
ago  was  undreamed  of.  And  that  technology  is  driving  change  of  all 
kinds.  One  of  the  most  important  kinds  of  change  that  it  is  driving 
is  one  that  has  placed  the  Postal  Service  at  a  crossroads  all  by  it- 
self. 

The  truth  is  that  the  kind  of  demographic  change  that  is  reshap- 
ing who  we  are  as  a  Nation  is  in  fact  reshaping  who  makes  up  the 
Postal  Service  as  well.  So  the  challenges  that  the  Postal  Service 
faces  are  many  of  the  same  challenges  that  the  employees  face 
within  and  are  driven  by  the  same  kinds  of  technologies. 

Postmaster  General  Runyon  stated  that  he  wants  to  make  the 
Postal  Service  more  businesslike  and  more  responsive  to  its  cus- 
tomers. That  is  important.  We  wish  him  continued  success  as  he 
works  to  streamline  operations,  but  no  real  lasting  changes  with 
any  real  significance  will  occur  without  the  cooperation  and  the 
support  of  and  collaboration  with  postal  employees. 

They  deserve  a  working  environment  that  not  only  fosters  pro- 
ductivity and  recognizes  their  value  and  dedication,  but  recognizes 
their  value  and  dedication  to  their  work.  The  Postal  Service  has 
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taken  a  number  of  admirable  steps  to  minimize  the  foreseeable  ad- 
verse effects  on  employees  during  the  reorganization,  but  it  is  im- 
portant that  we  continue  to  monitor  those  effects  closely  as  the 
agency  seeks  to  make  sure  that  all  employees  are  placed  in  com- 
parable positions. 

There  are  still  a  lot  of  unresolved  issues  that  we  need  to  address. 
There  are  4,000  management  employees  that  have  yet  to  be  placed 
and  the  recent  Merit  Systems  Protection  Board  ruling  in  favor  of 
a  displaced  executive  has  raised  new  concerns  about  whether  the 
Postal  Service  followed  appropriate  personnel  procedures  during 
the  reorganization.  In  addition,  we  are  concerned  about  the  longer 
term  effects  of  automation  on  both  the  work  force  and  on  customer 
service. 

With  all  those  things  in  mind,  I  look  forward  to  hearing  your  tes- 
timony this  morning  and  hearing  your  thoughts  on  the  full  range 
of  issues  that  deal  with  Postal  Service's  employees  organizations. 

[The  prepared  statement  of  Hon.  Thomas  C.  Sawyer  follows:] 

Prepared  Statement  of  Hon.  Thomas  C.  Sawyer,  a  Representative  in 
Congress  From  the  State  of  Ohio 

Good  morning.  Welcome  to  the  third  hearing  of  the  committee's  annual  oversight 
of  the  United  States  Postal  Service. 

As  chairman  of  the  Subcommittee  on  Census,  Statistics,  and  Postal  Personnel,  I 
am  pleased  to  chair  this  hearing,  as  we  will  hear  from  representatives  of  the  Postal 
Service's  employee  organizations. 

Our  witnesses  today  represent  the  backbone  of  the  Postal  Service.  Even  as  oper- 
ations are  increasingly  automated,  the  work  of  the  Postal  Service  necessarily  contin- 
ues to  rely  on  the  efforts  of  its  employees  to  provide  efficient  and  courteous  service 
to  postal  customers. 

The  Postal  Service  is  at  a  crossroads.  It  is  a  time  of  enormous  change  not  only 
for  the  Postal  Service,  but  for  the  nation  as  a  whole.  Rapid  demographic  change  will 
affect  both  the  workforce  that  the  Postal  Service  manages  and  the  public  that  it 
serves. 

Postmaster  General  Runyon  has  stated  that  he  wants  to  make  the  Postal  Service 
more  businesslike  and  responsive  to  its  customers.  His  goals  are  ambitious.  We  wish 
him  continued  success  as  he  works  to  streamline  postal  operations.  But  no  signifi- 
cant and  lasting  changes  will  occur  without  the  cooperation  and  support  of  postal 
employees. 

Postal  employees  deserve  a  working  environment  that  not  only  fosters  productiv- 
ity, but  recognizes  their  value  and  dedication  to  their  work.  The  Postal  Service  took 
several  admirable  steps  to  minimize  adverse  effects  on  employees  during  the  reorga- 
nization. However,  we  must  continue  to  monitor  those  effects  closely  as  the  agency 
seeks  to  place  all  employees  in  comparable  positions. 

There  are  still  unresolved  issues  that  need  to  be  addressed.  Approximately  4,000 
management  employees  have  yet  to  be  placed.  The  recent  Merit  Systems  Protection 
Board  ruling  in  favor  of  a  displaced  executive  has  raised  new  concerns  about  wheth- 
er the  Postal  Service  followed  appropriate  personnel  procedures. 

[The  prepared  statement  of  Hon.  Eleanor  Holmes  Norton  fol- 
lows:] 

Prepared  Statement  of  Hon.  Eleanor  Holmes  Norton,  a  Representatfve  in 
Congress  From  the  District  of  Columbia 

Mr.  Chairman,  over  the  past  year,  this  Committee  has  worked  diligently  to  ensure 
that  Postal  Service  reorganization  was  accomplished  through  a  well  thought  out 
plan  which  would  avoid  victimization  of  Postal  Service  employees,  and  would  con- 
tinue to  vindicate  the  interests  of  consumers.  These  principles  have  served  the  Com- 
mittee well  in  its  oversight  of  Postal  Service  restructuring. 

These  same  principles  must  now  govern  this  Committee's  oversight  of  President 
Clinton's  budget  proposals  for  the  Postal  Service  regarding  the  payment  of  interest 
on  Postal  Service  health  and  retirement  benefits  and  elimination  of  the  revenue  for- 
gone subsidy  for  nonprofit  mailers. 
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The  testimony  of  today's  witnesses  is  vitally  important  to  this  oversight  process, 
and  I  appreciate  their  coming  to  testify. 

Mr.  Sawyer.  Our  first  panel  this  morning  is  made  up  of  Jim  Mil- 
ler, the  President  of  National  Association  of  Postmasters  of  the 
United  States;  Armando  Olvera,  President  of  the  National  League 
of  Postmasters;  and  Vincent  Palladino,  President  of  NAPS. 

My  friend  and  colleague  from  Indiana,  Mr.  McCloskey  has  ar- 
rived. Do  you  have  an  opening  statement? 

Mr.  McCLOSKEY.  I  look  forward  to  hearing  from  the  witnesses. 
Thank  you.  Your  statement  was  excellent,  Mr.  Chairman. 

Mr.  Sawyer.  Thank  you  for  being  here.  Our  first  witness  with  us 
this  morning  is  James  F.  Miller,  President  of  the  National  Associa- 
tion of  Postmasters. 

STATEMENT  OF  JAMES  F.  MILLER,  PRESIDENT,  NATIONAL  AS- 
SOCIATION OF  POSTMASTERS  OF  THE  UNITED  STATES,  AC- 
COMPAND3D  BY  SBTRLENE  FITZNER 

Mr.  Miller.  Thank  you,  Mr.  Chairman.  You  have  my  written 
testimony  and  I  would  like  to  summarize  from  that  testimony. 

Mr.  Sawyer.  The  full  text  of  all  the  testimony  submitted  this 
morning  will  become  part  of  the  record  and  we  urge  you  to  summa- 
rize or  emphasize  portions  of  that  as  serves  your  purpose  best. 

Mr.  Miller.  Regarding  the  issue  of  restructuring  the  Postal 
Service,  we  also  commend  Postmaster  General  Runyon.  We  ac- 
knowledge the  need  for  cutting  the  bureaucracy  of  the  Postal  Serv- 
ice. However,  we  believe  that  extreme  cuts  create  an  accountability 
for  postmasters  that  is  impossible  to  achieve.  We  believe  that  when 
the  restructuring  was  implemented  it  was  done  without  adequate 
planning,  it  did  not  properly  take  into  consideration  the  cares  and 
concerns  of  postal  people.  Also,  the  involvement  of  management  or- 
ganizations in  the  decision-making  process  was  nonexistent  in 
some  cases  or  superficial  at  best. 

There  was  no  meaningful  consultation  on  supervisory  staffing 
needs  in  the  post  office.  Staffing  decisions  were  made  before  related 
field  studies.  Supervisory  positions  that  were  eliminated  were  then 
backfilled  with  untrained  applicants  while  former  supervisors 
themselves  became  untrained  postmasters. 

These  actions  resulted  in  a  loss  of  expertise  in  key  positions  and 
unnecessary  reallocation  expenses.  The  result  was  loss  of  morale, 
lack  of  confidence  in  higher  level  managers.  Sliding  affected  people 
into  vacant  positions  ahead  of  best-qualified  candidates  effectively 
shut  out  postmasters  who  had  spent  years  preparing  themselves 
for  upward  mobility. 

As  a  result  of  these  actions  and  a  lack  of  participation  that  would 
have  benefitted  the  Postal  Service,  NAPUS  filed  a  motion  in  U.S. 
District  Court  for  an  injunction  against  the  United  States  Postal 
Service  on  January  15,  1993,  citing  deprivation  of  its  rights  under 
the  Postal  Reorganization  Act  of  1970. 

Postmasters  with  new  responsibilities  formerly  assigned  to  now- 
departed  supervisors  are  not  allowed  to  delegate  these  responsibil- 
ities for  fear  of  overloading  these  supervisors.  NAPUS  concludes 
that  higher  level  managers  thus  conclude  there  is  nothing  wrong 
in  overloading  postmasters. 


176 

In  addition,  our  concerns  continue  about  the  emphasis  placed  on 
budget  performance,  creating  unbearable  stress  and  unreasonable 
demands  on  postmasters.  These  are  taking  place  in  the  field  at  the 
same  time  that  Postmaster  General  Marvin  Runyon  is  stating  that 
we  must  change  the  culture  in  the  Postal  Service.  The  message  is 
still  not  getting  down.  Marvin  Runyon  is  telling  postmasters  that 
we  must  take  the  time  to  build  better  relationships  with  our  em- 
ployees, but  in  far  too  many  cases  postmasters  have  no  time  and 
sometimes  too  few  employees. 

A  further  concern  is  that  of  financial  accountability.  The  loss  of 
supervisory  assistance  has  overburdened  postmasters  to  the  point 
where  preventive  reviews  and  effective  monitoring  of  technology 
and  dishonest  employees  and  sometimes  dishonest  customers  is  im- 
possible. 

Because  of  understating  in  both  supervisory  and  craft  employee 
positions,  I  have  reluctantly  advised  NAPUS  to  keep  track  of  their 
hours;  to  avoid  trying  to  absorb  additional  duties  to  their  own  det- 
riment, request  in  writing  that  their  staff  needs  be  reevaluated;  re- 
view every  possible  alternative  to  avoid  hiring  unnecessary  people. 

NAPUS  is  well  aware  of  the  financial  position  of  the  Postal  Serv- 
ice. It  is  not  our  intent  to  add  to  that  burden  by  padding  the  pay- 
roll. We  recognize  that  postmasters  who  have  contributed  the  most 
in  many  cases  due  to  loss  of  supervisors  who  have  lost  the  most, 
especially  those  who  are  FLSA-exempt. 

An  article  written  by  Ms.  Judy  Grevenites,  Vice  President  Amer- 
ican Postal  Workers  Union,  Aurora  Local  351,  well  describes  the 
craft  employees'  opinions  of  the  effects  restructuring  has  had  on 
the  Postal  Service  and  the  chaos  created  in  urban  and  small  town 
post  offices. 

Mr.  Chairman,  another  major  concern  of  NAPUS  is  the  issue  of 
revenue  foregone.  We  support  the  Postmaster  General's  proposal  on 
this  issue.  The  Postal  Service  should  not  be  a  cash  cow  for  deficit 
reduction  and  we  believe  that  political  consequences  will  result 
should  these  misguided  solutions  to  reducing  the  deficit  take  place. 

The  small  post  offices  of  rural  America  provide  the  only  direct 
link  citizens  have  with  their  Federal  Government,  Social  Security 
information,  a  register  for  selective  service,  a  vital  link  in  the  Cen- 
sus and  a  provider  of  other  government  information.  Many  citizens 
move  to  small  towns  because  of  a  better  quality  of  life. 

The  closing  of  these  post  offices  would  not  provide  the  enormous 
amount  of  money,  to  quote  Postmaster  General  Runyon,  that  the 
Office  of  Management  and  Budget  and  the  Congress  is  seeking. 

Thank  you.  I  will  be  available  for  questions. 

Mr.  Sawyer.  Thank  you  very  much  for  your  thoughtful  testi- 
mony. 

[The  prepared  statement  of  Mr.  Miller  follows:] 
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Prepared  Statement  of  James  F.  Miller,  President,  National  Association  of 
Postmasters  of  the  United  States 

mr  chairman  and  members  of  the  committee,  my  name  is  james  miller, 

PRESIDENT  OF  THE  NATIONAL  ASSOCIATION  OF  POSTMASTERS  OF  THE  UNITED 
STATES  (NAPUS) ,  REPRESENTING  43,000  ACTIVE  AND  RETIRED  POSTMASTERS. 
THANK  YOU  FOR  GIVING  ME  THIS  OPPORTUNITY  TO  EXPRESS  OUR  VIEWS  ON 
THE  RECENT  POSTAL  SERVICE  RESTRUCTURING;  THE  EFFECT  ON  SERVICE  AND 
RATES  TO  THE  POSTAL  CUSTOMER,  AND  OTHER  POSTAL  MATTERS. 

WE  COMMEND  POSTMASTER  GENERAL  MARVIN  RUNYON  FOR  ENACTING  PLANS  FOR 
RESTRUCTURING.  WE  ACKNOWLEDGE  THE  NEED  FOR  CUTTING  THE  POSTAL 
SERVICE  BUREAUCRACY,  HOWEVER,  THE  EXTREME  CUTS  HAVE  CREATED  AN 
ATMOSPHERE  OF  ACCOUNTABILITY  AT  THE  POSTMASTER  LEVEL  THAT  IS,  IN 
MANY  CASES,  IMPOSSIBLE  TO  ACHIEVE.  WE  BELIEVED  WHEN  THE 
RESTRUCTURING  WAS  IMPLEMENTED,  IT  WAS  DONE  WITHOUT  ADEQUATE 
PLANNING  AND  DID  NOT  PROPERLY  TAKE  THE  CARES  AND  CONCERNS  OF  POSTAL 
PEOPLE  INTO  CONSIDERATION.  ALSO,  THE  INVOLVEMENT  OF  MANAGEMENT 
ORGANIZATIONS  IN  THE  DECISION  MAKING  PROCESS  WAS  NON-EXISTENT  OR 
MERELY  SUPERFICIAL  AT  BEST.  ACCORDINGLY,  THE  POSTAL  SERVICE  DID 
NOT  HAVE  THE  ADVICE  AND  EXPERTISE  FROM  THEIR  POSTMASTERS  IN  MAKING 
THESE  DECISIONS. 

THERE  WAS  NO  MEANINGFUL  CONSULTATION  ON  SUPERVISORY  STAFFING  NEEDS 
IN  POST  OFFICES,  AND  ALL  INDICATORS  SHOW  THAT  THE  DECISIONS  ON  SUCH 
STAFFING  HAD  ALREADY  BEEN  MADE  PRIOR  TO  ANY  STUDY  OF  NEEDS  IN  THE 
FIELD.   WE  HAVE  EXAMPLES  WHERE  SUPERVISORS  WERE  NEEDLESSLY  EXCESSED 
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TO  POSTMASTER  POSITIONS,  AND  THEN  VACANCY  ANNOUNCEMENTS  WERE  MADE 
TO  FILL  THESE  SAME  SUPERVISORY  POSTS.  IN  THIS  CASE,  MORE  THAN  100 
UNTRAINED  POSTAL  MANAGERS  WERE  UPROOTED.  ONE-HALF  WERE  PLACED  AS 
POSTMASTERS  WITHOUT  REQUIRED  TRAINING  (SEE  ATTACHMENT  "A")  AND  THE 
OTHER  HALF  REQUIRING  NEW  AND  USUALLY  UNTRAINED  APPLICANTS  TO  FILL 
THE  SUPERVISOR  POSITIONS.  THESE  TYPE  ACTIONS  RESULTED  IN  LOSS  OF 
EXPERTISE  IN  KEY  POSITIONS  AND  ALSO  REQUIRED  ADDITIONAL  RELOCATION 
EXPENSES.  AS  SHOULD  BE  EXPECTED,  THE  RESULTS  WERE  LOSS  OF  MORALE 
AND  CONFIDENCE,  AND  THE  BELIEF  THAT  HIGHER  LEVEL  MANAGERS  DIDN'T 
KNOW  WHAT  THEY  WERE  DOING. 

FURTHERING  THIS  BELIEF  WAS  THE  DECISION  TO  IGNORE  BEST  QUALIFIED 
CANDIDATES,  INCLUDING  POSTMASTERS,  AND  SLOT  "AFFECTED"  EMPLOYEES 
INTO  VACANT  POSTMASTER  POSITIONS.  POSTMASTERS  WHO  HAD  WORKED  AND 
STUDIED  FOR  YEARS  TO  PREPARE  THEMSELVES  FOR  UPWARD  MOBILITY  WERE 
EFFECTIVELY  SHUT  OUT  OF  THE  PROMOTION  SYSTEM. 

DISMAYED,  DISGUSTED  AND  DISILLUSIONED,  THEY  FOUND  POSTAL  EMPLOYEES 
THEY  HAD  COACHED,  DEVELOPED  AND  TAUGHT  TO  ASPIRE  TO  THEIR 
POSTMASTER'S  JOB  LEAPFROG  OVER  THEM  TO  HIGHER  LEVEL  POSITIONS  (SEE 
ATTACHMENT  "B").  AS  A  RESULT,  NAPUS  FILED  A  MOTION  IN  U.S. 
DISTRICT  COURT  FOR  AN  INJUNCTION  AGAINST  THE  UNITED  STATES  POSTAL 
SERVICE  ON  JANUARY  15,  1993,  CITING  DEPRIVATION  OF  ITS  RIGHTS  UNDER 
THE  POSTAL  REORGANIZATION  ACT  OF  1970  (SEE  ATTACHMENT  "C") . 
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WE  CONTINUE  TO  BRING  TO  POSTAL  SERVICE  HEADQUARTERS  INDIVIDUAL 
CASES  OF  POSTMASTERS  WHO  ARE  STILL  RESPONSIBLE  FOR  MAIL  PROCESSING 
AND  NOW  MUST  TRY  TO  ABSORB  THE  DUTIES  OF  SEVERAL  NEEDLESSLY 
EXCESSED  SUPERVISOR.  IN  ONE  INSTANCE,  THE  POSTMASTER  WAS  TOLD  THAT 
HE  MUST  TAKE  OVER  THESE  DUTIES,  INCLUDING  THE  MAIN  STAMP  STOCK 
ACCOUNTABILITY  AND  WINDOW  SERVICES  RESPONSIBILITIES.  WHEN  HE 
REPLIED  THAT  THERE  WASN'T  ENOUGH  TIME,  AND  THAT  HE  WOULD  HAVE  TO 
DELEGATE  SOME  OF  THOSE  DUTIES  TO  A  DELIVERY  SUPERVISOR,  THE  HIGHER 
LEVEL  MANAGER  RESPONDED  THAT  HE  COULDN'T  DO  THAT  BECAUSE  HE  WOULD 
"OVERLOAD"  THE  DELIVERY  SUPERVISOR.  THE  ONLY  CONCLUSION  THAT  NAPUS 
CAN  MAKE  IS  THAT  THE  HIGHER  LEVEL  MANAGER  BELIEVES  THERE  IS  NOTHING 
WRONG  WITH  "OVERLOADING"  POSTMASTERS.  THIS  SITUATION  IS  NOT 
UNIQUE. 

IN  ADDITION,  OUR  CONCERNS  CONTINUE  ABOUT  THE  EMPHASIS  PLACED  ON 
BUDGET  PERFORMANCE  CREATING  UNBEARABLE  STRESS  AND  UNREASONABLE 
DEMANDS  ON  POSTMASTERS.  THESE  ARE  TAKING  PLACE  AT  THE  SAME  TIME 
THAT  PMG  RUNYON  IS  TRYING  TO  CHANGE  THE  CULTURE  IN  THE  POSTAL 
SERVICE.  HE  IS  TELLING  POSTMASTERS  THAT  WE  MUST  TAKE  THE  TIME  TO 
BUILD  BETTER  RELATIONSHIPS  WITH  OUR  EMPLOYEES,  BUT  IN  FAR  TOO  MANY 
CASES,  POSTMASTERS  HAVE  NO  TIME. 

I  HAVE  REPORTS  OF  POSTMASTERS  WHO  ARE  OUT  OF  THEIR  OFFICES  DUE  TO 
NERVOUS  BREAKDOWNS  AND  HAVE  MADE  THAT  POINT  NUMEROUS  TIMES  IN 
MEETINGS  OF  THE  POSTAL  SERVICES'  BEHAVIOR  IN  THE  WORKPLACE  NATIONAL 

COMMITTEE . 
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A  FURTHER  CONCERN  IS  THAT  OF  FINANCIAL  ACCOUNTABILITY.  A 
BELEAGUERED  POSTMASTER,  BOUNCING  BETWEEN  PHONE  CALLS,  CUSTOMER 
CONCERNS,  SCHEDULING  EMPLOYEES  AND  THE  ADDITIONAL  DUTIES  NOW 
REQUIRED  DUE  TO  LOSS  OF  SUPERVISORY  ASSISTANCE,  WILL  NOT  HAVE  TIME, 
EVEN  IF  PROVIDED  THE  TRAINING,  TO  CONDUCT  PREVENTIVE  REVIEWS. 

AT  A  TIME  IN  POSTAL  HISTORY  WHEN  WE  MOVE  MORE  SWIFTLY  INTO 
TECHNOLOGY,  WE  REDUCE  THE  NUMBER  OF  SUPERVISORS  TO  EFFECTIVELY 
MONITOR  THAT  TECHNOLOGY.  FOR  EXAMPLE,  A  DISHONEST  EMPLOYEE  OR 
POSTAL  CUSTOMER  HAD  THE  INGENUITY  TO  STEAL  HUNDREDS,  IF  NOT 
THOUSANDS,  OF  DOLLARS  BEFORE  BEING  CAUGHT.  TODAY,  THOSE  FIGURES 
HAVE  JUMPED  INTO  POTENTIALLY  HUNDREDS  OF  THOUSANDS  AND  PERHAPS 
MILLIONS. 

WE  ARE  ,  SADLY  LACKING  IN  TRAINING  OF  OUR  EMPLOYEES  AND 
SUPERVISORS /POSTMASTERS  IN  THE  TECHNOLOGY  SKILLS  REQUIRED  TO  SPOT 
THESE  FRAUDULENT  ACTIONS.  EMPOWERMENT  OF  EMPLOYEES  IS  ONE  THING, 
HOWEVER,  REALISTICALLY,  SIMPLE  EMPOWERMENT  DOES  NOT  TEACH  THE 
SKILLS  AND  ACCOUNTABILITY  THAT  IS  NEEDED  IN  THESE  COMPLEX, 
TECHNICAL  AREAS.  WITHOUT  THESE  SKILLS,  WE  CREATE  A  CHAOTIC 
SITUATION,  PARTICULARLY,  AT  THE  FIELD  OFFICE  LEVEL  (SEE  ATTACHMENT 
"D")  . 

BECAUSE  OF  THE  ADDED  BURDENS  OF  UNDER  STAFFING  IN  BOTH  SUPERVISORS 
AND  CRAFT  EMPLOYEES,  I  HAVE  RELUCTANTLY  ADVISED  NAPUS  POSTMASTERS 
(1)  TO  KEEP  TRACK  OF  THEIR  HOURS,  (2)  AVOID  TRYING  TO  ABSORB  ALL  OF 
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THE  ADDITIONAL  DUTIES  DUE  TO  LACK  OF  ADEQUATE  SUPERVISORY  STAFF 
WITH  THE  OBVIOUS  DETRIMENT  TO  THEIR  MENTAL  AND  PHYSICAL  HEALTH,  (3) 
REQUEST  IN  WRITING  THAT  THEIR  STAFF  NEEDS  BE  REEVALUATED  AND  (4) 
THAT  THEY  REVIEW  EVERY  POSSIBLE  ALTERNATIVE  TO  AVOID  HIRING 
UNNECESSARY  PEOPLE. 

NAPUS  IS  WELL  AWARE  OF  THE  FINANCIAL  POSITION  OF  THE  POSTAL  SERVICE 
AND  IT  IS  NOT  OUR  INTENT  TO  ADD  TO  THAT  BURDEN  BY  "PADDING"  THE 
PAYROLL.  ON  THE  OTHER  HAND,  WE  ALSO  WANT  IT  RECOGNIZED  BY  POSTAL 
HEADQUARTERS  THAT  POSTMASTERS  HAVE  CONTRIBUTED  THE  MOST  AND  LOST 
THE  MOST  IN  THE  RESTRUCTURING,  ESPECIALLY  THOSE  WHO  ARE  FLSA 
EXEMPT.  IN  MY  OPINION,  AN  ARTICLE  WRITTEN  BY  MS.  JUDY  GREVENITES, 
VICE  PRESIDENT  OF  THE  AMERICAN  POSTAL  WORKERS  UNION,  AURORA  LOCAL 
351,  BEST  DESCRIBES  THE  EFFECTS  RESTRUCTURING  HAS  HAD  ON  THE  POSTAL 
SERVICE  AND  THE  CHAOS  CREATED  IN  URBAN  AND  SMALL  TOWN  POST  OFFICES 
(SEE  ATTACHMENT  "E") . 

MR  CHAIRMAN,  ANOTHER  MAJOR  CONCERN  OF  NAPUS  IS  THE  ISSUE  OF  REVENUE 
FORGONE  FOR  THE  POSTAL  SERVICE.  WE  FULLY  SUPPORT  THE  POSTMASTER 
GENERAL'S  PROPOSAL  ON  REVENUE  FORGONE.  THE  POSTAL  SERVICE  SHOULD 
NOT  BE  A  CASH  COW  FOR  DEFICIT  REDUCTION.  THERE  IS  NO  POT  OF  GOLD 
AT  THE  END  OF  THE  POSTAL  RAINBOW,  AND  MAJOR  THUNDERSTORMS  WITH 
POLITICAL  CONSEQUENCES  WILL  RESULT  SHOULD  THESE  MISGUIDED 
"SOLUTIONS"  TO  REDUCING  THE  DEFICIT  TAKE  PLACE. 
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POSTAL  EMPLOYEES  ARE  BECOMING  AS  MUCH  AN  ENDANGERED  SPECIES  AS  IS 
THE  SPOTTED  OWL,  WITH  FAR  GREATER  FINANCIAL  DISASTER.  THESE  POSTAL 
EMPLOYEES,  INCLUDING  POSTMASTERS,  ARE  MAJOR  ASSETS  IN  MAINTAINING 
AND  IMPROVING  THE  QUALITY  OF  LIFE  IN  THEIR  COMMUNITIES.  THEY 
SUPPORT  THE  UNITED  WAY,  COMBINED  FEDERAL  CAMPAIGN,  BOY  SCOUTS,  GIRL 
SCOUTS  AND  SERVICE  ORGANIZATIONS. 

THE  INCREASE  IN  THE  PRICE  OF  A  FIRST  CLASS  STAMP,  TO  PAY  WHAT  IS 
REALLY  A  STAMP  TAX,  CAN  RESULT  IN  THE  CLOSING  OF  7,000  SMALL  POST 
OFFICES;  A  LAYOFF  OF  45,000  PEOPLE  WHO  ARE  VITALLY  NECESSARY  TO 
MOVE  THE  MAILS  IN  A  TIMELY  MANNER,  AND  FURTHER  LOSS  OF  RELATED 
JOBS.  THESE  DRASTIC  ACTIONS,  SHOULD  THEY  BE  MADE  NECESSARY  BECAUSE 
OF  FURTHER  DEFICIT  REDUCTION  HITS  ON  THE  POSTAL  SERVICE,  WILL  HAVE 
SERIOUS  REPERCUSSIONS  ON  THE  AMERICAN  PUBLIC. 

WITH  REGARD  TO  SMALL  POST  OFFICES,  MR  CHAIRMAN,  YOU  AND  YOUR 
COLLEAGUES  IN  THE  HOUSE  AND  SENATE,  SURELY  MUST  RECOGNIZE  THE  VALUE 
OF  POST  OFFICES  IN  RURAL  AMERICA.  THE  POST  OFFICE  PROVIDES  THE 
ONLY  DIRECT  LINK  MANY  CITIZENS  HAVE  WITH  THEIR  FEDERAL  GOVERNMENT, 
A  DISTRIBUTOR  OF  SOCIAL  SECURITY  INFORMATION,  A  REGISTER  FOR 
SELECTIVE  SERVICE,  A  VITAL  LINK  IN  THE  CENSUS  AND  A  PROVIDER  OF 
OTHER  GOVERNMENT  INFORMATION  THE  TAXPAYER /POSTAL  CUSTOMER  MIGHT 
OTHERWISE  NEVER  RECEIVE. 

WE  ARE  FACING  A  PEOPLE  CRISIS  IN  THIS  NATION  AND  MANY  CITIZENS  ARE 
SEEKING  A  CALM  AND  MORE  RELAXED  PATTERN  OF  LIVING  BY  MOVING  TO 
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SMALLER  TOWNS  AND  CITIES.  THE  ONE  ESSENTIAL  IN  A  SMALL  TOWN  IS 
RELIABLE  POSTAL  SERVICE. 

EVERY  TIME  A  FINANCIAL  CRUNCH  LOOMS  AT  THE  POSTAL  SERVICE,  BE  IT 
CAUSED  BY  MISMANAGEMENT,  MISJUDGMENT  OR  CONGRESSIONAL  DICTATE,  THE 
SMALL  POST  OFFICES  ARE  QUICKLY  MENTIONED.  WE  WONDER  WHAT  OTHER 
ALTERNATIVES  WILL  BE  TAKEN  IF  THOSE  POST  OFFICES  WOULD  BE  CLOSED. 
THERE  WOULD  HAVE  TO  BE  OTHER  ALTERNATIVES  BECAUSE  THE  CLOSING  OF 
THOSE  OFFICES  WOULD  NOT  PROVIDE  THE  ENORMOUS  AMOUNT  OF  MONEY,  TO 
QUOTE  PMG  RUNYON,  THAT  THE  OFFICE  OF  MANAGEMENT  AND  BUDGET  (OMB) 
AND  CONGRESS  IS  SEEKING. 

I  CLOSE  WITH  THIS  STORY.  A  TV  PROGRAM  USED  TO  BEGIN  BY  A  SPEAKER 
INTONING  "THIS  IS  THE  NAKED  CITY.  THERE  ARE  A  MILLION  STORIES  IN 
THE  NAKED  CITY.  THIS  IS  ONE  OF  THEM."  THIS  IS  A  STORY  OF  THE 
UNITED  STATES  POSTAL  SERVICES'  EXPRESS  MAIL  AND  A  MISLABELED  SACK 
OF  OUR  FLAGSHIP  PRODUCT. 

EXPRESS  MAIL  WAS  RECEIVED  ON  A  SATURDAY  AFTERNOON  AT  A  REGIONAL 
AIRPORT.  SEVERAL  POST  OFFICES  SENT  DRIVERS  TO  PICK  UP  THE  MAIL, 
RETURN  TO  THEIR  OFFICES  AND  ARRANGE  FOR  DELIVERY  OF  THIS  MAIL. 
THIS  OPERATION  HAD  BEEN  COMPLETED  AND  THE  AVAILABLE  DELIVERY 
CARRIERS  HAD  BEEN  SENT  HOME  (TO  SAVE  PAYROLL  EXPENSES)  WHEN  THE 
PHONE  RANG  AT  ONE  OF  THE  OFFICES.  A  MISLABELED  SACK  OF  EXPRESS 
MAIL  WAS  AT  THIS  OFFICE  AND  BELONGED  TO  THE  NEIGHBORING  OFFICE. 
COULD  SOMEONE  COME  TO  PICK  IT  UP? 
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THE  CLERK  (THE  ONLY  PERSON  STILL  ON  DUTY  TO  CHECK  IN  RETURNING 
LETTER  CARRIERS)  PROMPTLY  CALLED  THE  POSTMASTER,  WHO  LUCKILY  WAS  AT 
HOME.  THE  POSTMASTER  TOLD  HER  TO  CALL  BACK  THE  OTHER  OFFICE; 
REQUEST  SOMEONE  BRING  THE  SACK  OF  EXPRESS  MAIL,  AND  MEET  HIM 
HALFWAY  BETWEEN  THE  OFFICES.  TWENTY  (20)  MINUTES  LATER,  HE  MET  A 
SUPERVISOR  FROM  THAT  OFFICE,  RECEIVED  THE  SACK  OF  EXPRESS  MAIL  AND 
RETURNED  TO  HIS  OFFICE.  HE  WAS  JUST  IN  TIME  TO  SORT  THE  EXPRESS 
MAIL  TO  LETTER  CARRIERS  RETURNING  FROM  RESIDENTIAL  ROUTES  AT  THE 
END  OF  THEIR  WORKDAY.  HE  ASKED  FOR  VOLUNTEERS  TO  DELIVER  THE 
PACKETS,  AND  ALL  EXPRESS  MAIL  WAS  DELIVERED. 

ONE  OF  THE  EXPRESS  MAIL  PACKETS  CONTAINED  A  WEDDING  DRESS  FOR  A 
WEDDING  PLANNED  THAT  NIGHT.  THE  DRESS  BELONGED  TO  A  MOTHER  WHO  WAS 
SO  ILL  SHE  COULD  NOT  ATTEND  THE  WEDDING  OF  HER  DAUGHTER,  SO  SHE 
ENTRUSTED  A  MOST  VALUABLE  "SOMETHING  OLD"  TO  THE  UNITED  STATES 
POSTAL  SERVICE  AND  WE  DELIVERED.  THE  STORY  SLIPPED  OUT,  AS  STORIES 
WILL,  AND  THE  MOTHER  WROTE  A  HIGHLY  EMOTIONAL  LETTER  OF  THANKS. 
THAT  LETTER  WAS  SHARED  WITH  ALL  EMPLOYEES. 

LET  US  EXAMINE  WHY  THIS  IS  A  SUCCESS  STORY.  A  CLERK  WAS  DEDICATED 
ENOUGH  TO  SAY  TO  HERSELF ... "THIS  EXPRESS  MAIL  IS  IMPORTANT  TO 
SOMEONE;  THAT'S  WHY  THEY  SENT  IT  EXPRESS."  SHE  PHONED  THE 
POSTMASTER.  THE  POSTMASTER  WAS  DEDICATED  ENOUGH  TO  OFFER  A 
SOLUTION.  HE  DROPPED  WHATEVER  HE  WAS  DOING  ON  HIS  DAY  OFF  TO  MEET 
A  SUPERVISOR  TO  EFFECT  THE  EXCHANGE.   CITY  LETTER  CARRIERS  WERE 
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DEDICATED  ENOUGH,  AFTER  A  LONG  HARD  DAY  ON  THE  STREET,  TO  GO  THE 
EXTRA  MILES  TO  DELIVER. 

WERE  THESE  EMPLOYEES  EMPOWERED?  YES  THEY  WERE.  BUT  IT  STARTED 
WITH  A  CONCERN  AT  ONE  OFFICE  ABOUT  MISROUTED  MAIL  AND  WENT  TO  A 
CLERK  WHO  FELT  COMFORTABLE  ENOUGH  TO  CALL  HER  POSTMASTER  AT  HOME  TO 
ASK  HIM  WHAT  TO  DO. 


THAT  STORY  BEST  ILLUSTRATES  HOW  AND  WHY  WE  MADE  IT  THROUGH 
CHRISTMAS.  MARVIN  RUNYON  AND  THE  AMERICAN  PEOPLE  RECEIVED  THE  BEST 
CHRISTMAS  GIFT  OF  ALL,  THE  EXTRA-MILE  EFFORTS  OF  POSTAL  PEOPLE  WHO 
WERE  MAKING  SURE  THE  MAIL  WOULD  GO  THROUGH.  THAT  IS  BECOMING  A 
FRAGILE  FLOWER,  AND  I  URGE  THE  CONGRESS  TO  DO  YOUR  BEST  TO  AVOID 
BRUISING  IT  FURTHER,  OR  WORSE,  CRUSHING  IT  UNDERFOOT.  I  WOULD  URGE 
THE  UNITED  STATES  POSTAL  SERVICE  TO  FOLLOW  THE  SAME  PRACTICE  WITH 
ITS  POSTMASTERS .  AS  WAS  PROVEN  DURING  THE  LAST  ELECTION  PERIOD  AND 
AGAIN  AT  CHRISTMAS,  CONGRESS  AND  THE  UNITED  STATES  POSTAL  SERVICE 
CAN  COUNT  ON  THE  SUPPORT  OF  NAPUS  POSTMASTERS  TO  PROVIDE  THE  BEST 
POSTAL  SYSTEM,  AT  THE  LOWEST  COST,  ANYWHERE  IN  THIS  WORLD. 

THANK  YOU.   I  WOULD  BE  HAPPY  TO  ANSWER  ANY  QUESTIONS. 
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ATTACHMENT  "A" 


JIM    MILLER    PRESIDENT  r"CCElVfc.D   APR        6    1993 

NATIONAL    ASSOCIATION    OF 

POSTMASTERS  OF  THE  US 
8  HERBERT  ST 
ALEXANDRIA  VA   22305-2600 


Dear  Mr.  Miller: 

I'm  sure  my  situation  is  not  unique  among  Postmasters,  but  I  decided 
to  write  you  anyway. 

I  have  been  a  Postmaster  of  a  Level  18  Office  for  one  year.   During 
that  time,  I  have  not  been  afforded  the  opportunity  to  take  IRT  training 
or  aiven  any  financial  training.   I  have  requested  both  on  several  occasions, 
but'my  requests  fell  on  deaf  ears.   I  must  say  that  the  last  realignment 
had  something  to  do  with  it,  but  I  find  it  hard  to  believe  that  the 
Postal  Service  could  hold  Postmasters  responsible  for  all  financial 
activity  that  goes  on  in  their  offices  and  not  give  us  any  training 
without  us  having  to  request  it.   The  Postmasters  and  postal  managers 
I  spoke  to  seem  to  feel  that  because  you  are  selected  as  best  qualified 
for  a  position,  you  already  have  all  the  skills  you  need  to  do  the  job. 
As  an  Account  Representative  for  five  years  prior  to  being  promoted  to 
Postmaster,  I  had  no  knowledge  of  the  IRT  and  limited  knowledge  of  all 
of  the  financial  workings  of  an  office  since  my  last  OIC  assignment  was 
over  three  years  old.   Even  though  I  have  been  told  repeatedly  that  I 
am  responsible  for  all  financial  errors  because  I  signed  for  the  office, 
I  fail  to  see  how  I  can  be  held  responsible  for  things  I  never  knew 
existed.   It  seems  to  me  that  the  Postal  Service  is  more  concerned  with 
things  like  CSI,  humanistic  management  skills,  and  the  like  than  they  are 
about  making  sure  that  their  managers  receive  the  training  that  they  need 
to  do  a  good  job.   Their  attitude  seems  to  be,  let's  wait  for  them  to 
make  mistakes,  fire  them,  and  let  them  try  to  get  their  jobs  back. 

Is  there  a  national  policy  backed  by  NAPUS  that  ensures  that  newly 

proMOtec!  Postmasters  get  the  training  they  need  to  do  their  jobs 

efficiently?   If  not,  I  wholeheartedly  recommend  that  they  institute 

one.   We  should  not  have  to  beg  for  training  that  will  benefit  both  us 

and  the  Postal  Service.   I  have  been  fortunate  in  that  I  had  some  background 

from  past  OIC  assignments  and  knew  the  people  to  call  on  for  help,  but 
I  don't  feel  that  I  should  have  had  to  rely  on  those  avenues  for  all 
my  training.   I,  like  most  postal  employees,  want  to  do  a  good  job. 
I  feel  that  proper  training  will  assist  me  in  reaching  that  goal. 

Thank  you  for  any  insight  and  assistance  you  can  give  my  in  this 
matter. 

Sincerely, 
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ATTACHMENT  "B" 


De.ce.mbe.Ji   22,     1992  ffPTSTiw— i 

Hon.OA.able.   Jim   MJ.JLi.en. 

Pre*ldent,    NAPUS 

8    Herbert   St. 

Alexandria ,    Va.    22305-2600 

Dear   Jim: 

NoA.ma.Zly    I   would   not   undeA.ta.ke   to    complain   oa   to   write 
a   letter   o&   thl*   magnitude,    but  the   event*    o&   the  recent 
Postal   AeoAga.ntza.t4.on   have  done   veAy   much   not   only   to   de.Atn.oy 
my    confidence  In  the  management   o{,   the.   Postal   Sen.vU.ce,    but 
.i./i  the.  he.an.t4,    oi   many   oi   my    fellow   po*tma*ter*.    Because   I 
am   a   Po*tma*ter,    and   have   worked   very   hard   ior   promotion*, 
I    ilnd  the   event*   that   are   taking    place    very   dl*couraglng 
to   *ay   the  lea*t.      We  are  told   ju*t   to    " tru*t   me",    when   all 
that   we   -dee  La   pn.omoti.on4>    o{,   unqualll^led   people,  that   do 
not   have   a   background   to   lead   In   a   Po*tma*ter' *   po*ltlon. 
We  are  told  to   treat   all   employee*   with   dignity   and   Ae.4ipe.ct, 
when   In   actualtty    Po*tma*ter*   ane  the   large*t    gnoup    o-f, 
dl*crlmlnated   employee*   In   the   Postal   Service.    We  are 
FLSA   exempt,    which  mean*   that   we   are   expected   to   do   the. 
many    varlou*   detail*   i,or   which  we  are   a**lgned,    not   expe.cttng 
any    extra   pay.    All   the   po*tma*ter*   that    I    know   not   only 
give   their   40   houn*   pen.  week,    but   many   many   more. 

I   don't   think   any   po*tma*ter*   would   complain   l{>   tho*e 
that   are  dl*placed  were   to   be   oi^ered   job*   within  their 
qualification*.    But  to   know   that   the   Po*tal   Service   ha* 
dl*placed   all   EAS    employee*   but   Po*tma*ter*   and   Station 
and   Branch  Manager*   ju*t  to   be   able   to   *lot   them   In   po*ltlon* 
that   Dl*trlct   Manager*  want   them  *eem*   to    be.  the.  large*t, 
mo*t   underhanded   ca*e   o{y   dl*crlmlnatlon  that   ha*   ever   taken 
place   within   the.  realm*   o&   the   Po*tal   Service.    But   oh,    ju*t 
"TRUST   ME",    and   everything   will   be   alright.    In   the  meantime, 
we.   the  dl*crlmlnated   po*tma*ter*,    have   been   a*ked   to   train 
all   tho*e   that   have    been    given   job*    beyond   the.tr   current 
abllltle*. 

To    give   you   an   example.    I   know   Po*tma*ter*   that   have 
been   on   all   the  major   detail*   In   the   pa*t   year*,    to   Include: 
*y*tem*   compliance   team,    pre-route   count   team*,    route   count 
team*,    operation   unit   review   team*,    Incidental  detail*   a* 
a**lgned,    OIC   a**lgnment*   {,or  which  they    had   not   applied 
with   a   p*    991 -C,    and  *ome   po*tma*ter*   *ervlng   more   than   one 
o&^lce  a*   OIC   and   Po*tma*ter   at   the   *ame   time.    The*e 
po*tma*ter*   are   not   given   the   opportunity   to    be.   promoted 
because  o£   the   pre*ent  *tructure  to   exce**   all   EAS    employee* 
but   Po*tma*ter*   and   Station   and   Branch  Manager*.    Tell  me.,    who 
I*   the   be*t   qualified?    Some   oi   the*e   Po*tma*ter*   have 
promoted   and   trained   employee*   oi   which   will    get   the 
promotion*   under   thl*   reorganlzat lonal   program .    I    wa* 
turned   down      dor   a   promotion    oi    iour   EAS   level*   becau*e 
I   ua^  told   that    "We  ju*t   cannot   do   that".    Now   I    have   ju*t 
been   told   oi    people   under   the   reorganization   that   have   been 
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pnomoted   {,10m   Ze.ve.JL    18   to   tevet   25.  Ju4t    "Tnu^t   Me",  tt   wttt 
get    be.tten.     I    thtnk   that    PoAtma^ten*    have   had   about   att   that 
Butt   that   we   can   Atand.    Who   t4    gotng   to    conttnue   to   wonk 
50,    60,    and    70   houn*   pen   week   when   we   have,   been   40 
dt^cntmtnated   agatn^t   -6.-t.fee  that.    I   have   been   -6.-t.ed  to    by   my 
AOC   and   totd   you   can't   have   a   tupenvtAon,    when  tn   actuattty 
the   oiitce   that   I   pne^entty   Aenve   t*   atmo^t   quatt^ted   ion. 
two   Aupe.nvtAon.4.       Fon   the   pa*t   ioun   month*   I   have.   can.n.te.d 
the  wonk   toad   oi   two   peopte,    and   what   do    I  get?   Wett,    ju*t 
"Tnu^t   Me".  I've,   had   about   att   o{,   the.    "Tnu^t  Me"    that   any 
one   human   betng   can   4>tand. 

I    betteve   that   att   the   PottmaAten*   need   to   Atand 
together   and   take,  the   Po^tat   Senvtce   to    Fedenat   Count  wtth 
an   tnjunctton.    A*    oun    Pne^tdent,    PLEASE    do    not   Atand   by 
and   tet   the    caneen^    o{,   40    many    dedtcated    peopte   that   have 
wonked   40   hand   to   hotd   tht*    ongantzatton   togethen   go   to 
nothtng    because   4ome   one   tn   powen  want*   to   have   evenythtng 
thetn  way.    Jtm,    we   ane   dependtng   upon   you. 

I  cannot  Atgn  my  name  ion  iean  06  tnttmtdatton  and 
caneen  Autctde.  I  know  how  -&ome  oi  tho-ie  tn  powen  hotd 
gnudge*,    and   how   *ome   oi    the   pnomotton*    ane.   made. 

Thank   you   ion   any   a44t*tance  that   you   mtght   nenden. 

Fettow   Po4tma4te.n. 
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ATTACHMENT  "C" 


Postmaster  Organization  Socks  Injunction 
Over  Postal  Service  Placement  Policies 

FAIRFAX,  VA,  Jan.  ft — The  National  Association  of  Postmasters  is 
seeking  an  immediate  court  injunction  to  prevent  the  U.S.  Postal 
Service  from  further  violating  its  own  policies  concerning 
competitive  postmaster  promotions. 

At  the  heart  of  the  issue  is  the  procedure  for  filling  thousands  of 
current  postmaster  vacancies  around  the  country  In  the  weeks 
following  last  fall's  announcement,  of  a  sweeping  restructuring  of  the 
Postal  Service,  more  than  5,000  postmasters  were  among  the 
47.000  postal  employees  who  opted  for  early-out  retirement. 

"Rather  than  unilaterally  tilling  these  postmaster  vacancies 
through  competitive  procedures,  with  the  job  going  to  the  best- 
qualified  candidates,  the  Postal  Service  is  often  going  outside 
postmaster  ranks  and  Selecting  postal  employees  whose  jobs  have 
been  eliminated  or  otherwise  affected  by  the  restructuring."  said 
NAPUS  President  Jim  Miller. 

"Indeed,"  he  added,  "affected  employees  with  so-called 
necessary  skills'  are,  as  a  matter  of  policy,  being  given  first  priority 
in  postmaster  placements."  While  current  postmasters  may  apply 

-  Continued  - 
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for  new  postmaster  assignments  where  the  move  is  a  lateral  one, 

they  are  not  initially  being  considered  by  the  Postal  Service  for  promotion  to 

higher-level  offices. 

Such  a  practice  violates  traditional  Postal  Service  placement  and  promotion 
policies,  Miller  continued.  "The  Postal  Reorganization  Act  expressly  stipulates  that 
such  policies  may  be  changed  only  after  USPS  consultation  with  NAPUS  and  other 
management  organizations,"  he  said.  "And  that  has  not  occurred." 

NAPUS  contends  that  competitive  selection  would  help  ensure  that  the  best- 
qualified  candidates  are  selected.  "By  selecting  another  postmaster  to  fill  a  higher- 
level  postmaster  vacancy,"  Miller  noted,  "lower-level  postmaster  vacancies  could 
still  be  filled  by  one  of  the  affected  employees." 

"NAPUS  is  not  insensitive  to  the  affected  employees,"  Miller  stated.  "1  totally 
empathize  with  their  distress,  and  wish  them  an  expeditious  and  satisfactoiy 
placement.  However,  postmasters  should  also  be  allowed  to  compete  for 
promotion  opportunities." 

Headquartered  In  Alexandria,  Virginia,  NAPUS  represents  nearly  40,000 
active  and  retired  postmasters  and  officers  in  charge. 
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ATTACHMENT  "V" 


Bittner:  "Service,  Morale  Affected  by  Workforce  Cuts" 


Dear  Mr.  Run  yon , 

In  looking  at  the  latest  CSI  and  EXFC 
figures,  we  are  delighted  that  customers' 
perception  of  our  service  performance  is 
improving.  It  is  a  credit  to  the  many  em- 
ployees who  have  stretched,  like  rubber- 
bands  ready  to  snap,  to  cover  the  spaces  left 
by  the  reduction  in  the  workforce. 

Despite  the  perception  held  by  cus- 
tomers, our  daily  worklives  indicate  that 
customer  service  and  employee  morale  have 
been  adversely  affected  by  workforce  cuts. 
Unlike  you,  we  have  no  measuring  gauge 
like  Price  Waierhouse;  we  have  only  our 
own  perceptions  to  share  with  you. 

Postmasters,  especially  those  who  have 
lost  SPOs,  are  working  overtime,  stressed 
by  continually  trying  to  hire  and  train  new 
casuals,  by  trying  to  maintain  timely  deliv- 
ery with  less  experienced  and  less  efficient 
personnel.  Postmasters,  our  Chief  Market- 
ing Officers,  have  no  time  or  replacements 
to  attend  meetings  and  community  func- 
tions to  promote  our  business.  With  inexpe- 
rienced and/or  fewer  employees,  mail  to 
the  post  office  boxes  and  routes  is  getting 
up  later.  Routine  jobs  such  as  maintenance 
"of  box  sections,  second  notices,  forwarding 
of  mail,  lobby  updates,  claims,  route  up- 
dates, customer  requests,  route  extensions, 
must  take  a  backseat  to  the  mail.  Window 
clerks  and  carriers  are  working  so  much 
overtime  that  they  are  not  enjoying  their 
jobs,  not  relating  well  to  each  other  or  the 
public,  and  often  become  run  down  and 
sick.  Postmasters  in  small  offices  have 
shared  their  clerks  to  the  extent  that  even 
taking  a  sick  day  requires  numerous  calls 
and  arrangements  to  locate  a  replacement 


Even  offices  that  have  had  little  turnover  in 
personnel  feel  the  lack  of  communication 
and  support  when  those  to  whom  we  used  to 
turn  for  answers  have  either  retired  or  had 
their  jobs  eliminated.  The  uncertainty  of 
jobs,  of  answers,  has  created  more  stress. 
Does  any  of  this  affect  customer  serv- 
ice? Late  delivery,  misthrows,  lengthy  for- 
warding, long  lines,  tired  window  clerks, 
late  accountable  notices,  waits  for  new  box 
rental,  delayed  route  extensions.  We  per- 
ceive that  it  does. 

Fortunately,  most  of  this  internal  tur- 
moil is  hidden  from  the  public  and  the  mail 
service  is  maintained.  Our  workforce  is 
dedicated  and  proud.  Yet,  the  work  that  is 
left  undone  each  day  weighs  heavily  upon 
us;  the  disorder  caused  by  new,  non-career 
personnel  upsets  the  normal  ebb  and  flow 
of  delivery  and  dispatch.  Though  there  is 
challenge  in  adjusting  to  change  and  over- 
coming obstacles,  continued  stress  takes  its 
toll  on  postmasters,  on  their  commitment, 
and  the  quality  of  their  life. 

Sincerely, 

Bob  Bittner,  President 

Ulster  County  Postmasters  Association 
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Response  to  Written  Questions  Submitted  by  Hon.  John  T.  Myers  to  James 

F.  Miller 

Question  1.  Has  restructuring  placed  too  many  additional  responsibilities  and  du- 
ties on  postmasters? 

Answer.  Yes,  added  responsibility  and  stress  have  been  placed  on  postmasters.  In 
the  restructuring  process,  postmasters  have  lost  supervisors  and  other  valuable  em- 
ployees. When  these  critical  positions  are  not  placed,  the  workload  remains,  placing 
additional  burden  on  the  postmaster  to  accomplish  the  work.  In  working  the  Postal 
Service  on  supervisory  staffing  criteria,  we  were  willing  to  agree  to  a  decreased 
number  of  supervisory  positions  if  there  would  be  a  corresponding  reduction  or  sim- 
plification in  workload.  Since  there  was  no  reduction  or  simplification  in  workload, 
postmasters  have  been  forced  to  prioritize  their  activities  to  do  those  most  critical, 
and  set  aside  other  less  critical  functions.  The  less  critical  functions  eventually  be- 
come critical,  so  this  adds  to  the  overall  responsibilities  of  postmasters.  This  could 
be  corrected  if  the  Postal  Service  would  allow  us  to  work  with  them  for  overall  job 
simplification.  Postmasters,  in  order  to  complete  all  the  necessary  job  functions,  also 
need  to  have  adequate  staffing.  NAPUS  can  assist  in  those  decisions. 

Question  2.  Has  the  disillusionment  of  employees  that  resulted  from  restructuring 
changed  over  the  recent  months? 

Answer.  No,  there  is  still  considerable  disillusionment  among  postmasters.  The 
disillusionment  has  dulled  over  time,  but  has  not  gone  away.  There  is  encourage- 
ment that  the  Postal  Service  has  finally  begun  to  involve  NAPUS  is  workplace  deci- 
sion making,  but  postmasters  still  wonder  why  it  has  taken  them  so  long  to  adopt 
a  more  participative  style.  There  is  still  a  lot  of  suspicion  that  the  Postal  Service 
does  not  walk  like  it  talks,  arid  postmasters  are  waiting  for  a  return  to  the  old  ways 
of  working  under  constant  threats  and  intimidations.  How  the  Post  Office  reacts  will 
depend  not  only  on  the  hits  taken  through  Congressional  action,  but  also  if  a  rate 
case  is  delayed.  Bills  not  paid  now  will  still  be  due  in  the  future. 

Question  3.  Do  you  believe  that  the  stress  level  of  postal  employees  has  increased 
or  decreased  since  the  Royal  Oak  shooting  in  November  14,  1991? 

Answer.  We  believe  the  stress  level  has  increased  due  to  uncertainties  related  to 
the  restructuring,  especially  among  supervisors,  managers  and  postmasters,  but 
there  has  to  be  a  trickle-down  effect  on  other  employees  as  well.  On  a  positive  side, 
less  emphasis  on  budget  and  more  emphasis  on  service  and  employee  commitment 
has  improved  the  stress  level  in  many  locations.  We  hope  this  change  in  emphasis 
will  continue.  If  unrealistic  budget  pressures  resume,  stress  levels  will  again  rise 
in  proportion.  Another  factor  that  is  adding  to  the  stress  is  the  lack  of  adequate 
staff,  and  the  fact  that  many  craft  employees  are  working  excessively  long  hours 
without  an  end  in  sight. 

Question  4.  It  has  been  reported  that  postmasters  have  been  overlooked  for  pro- 
motion so  that  employees  "affected"  by  restructuring  could  be  placed.  Has  the  Postal 
Service  admitted  that  this  is  their  policy  and  what  is  the  justification? 

Answer.  Yes,  the  Postal  Service  has  been  adamant  in  advancing  this  policy,  and 
while  we  know  their  intentions  were  to  place  affected  employees,  we  do  not  see  any 
reasonableness  or  justification  to  the  methods  chosen.  Postmasters  were  not  given 
a  fair  opportunity  to  compete  for  positions.  Postmasters  were  only  given  an  oppor- 
tunity to  compete  for  promotions  after  non-competitive  consideration  was  first  given 
to  affected  employees.  In  many  cases,  subordinate  employees  to  postmasters  were 
selected  for  positions  desired  by  the  postmasters.  This  created  some  very  hard  feel- 
ings and  much  resentment  in  the  ranks  of  postmasters.  All  along,  NAPUS  was  try- 
ing to  resolve  this  situation  with  some  common  sense  and  reasonableness.  We  advo- 
cated full  competitive  procedures  for  promotions.  Merit  selection  for  promotions  had 
always  been  our  policy.  If  selection  on  merit  resulted  in  a  postmaster  being  pro- 
moted, there  still  would  be  a  residual  vacant  position  that  might  go  to  an  affected 
employee.  By  retaining  competitive  promotion  procedures,  the  Postal  Service  would 
have  continued  to  select  the  best  possible  candidate  based  on  merit  and  potential, 
while  at  the  same  time  not  decreasing  the  number  of  overall  positions  to  reassign 
affected  employees.  The  Postal  Service  would  not  adopt  this  common  sense  ap- 
proach, so  this  became  one  of  the  major  points  of  contention,  anger,  and  discourage- 
ment for  postmasters.  Over  the  past  few  months,  Secretary/Treasurer  John 
Hammitt  and  I  have  traveled  to  just  about  all  50  states  to  meet  with  postmasters 
at  state  conventions.  From  these  personal  visits,  it  is  plain  to  see  that  the  Postal 
Service  faces  a  major  task  in  re-establishing  any  degree  of  trust  with  postmasters. 

Question  5.  You  have  expressed  your  support  for  the  Postal  Service  plan  on  reve- 
nue forgone,  are  you  willing  to  compromise  and  support  an  alternative  somewhat 
less  destructive  to  the  organizations  who  qualify  for  preferred  rates? 
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Answer.  Yes,  NAPUS  is  always  willing  to  consider  alternatives  and  to  explore  so- 
lutions that  require  compromise.  However,  we  are  seriously  concerned  that  lack  of 
revenue  forgone  will  lead  to  additional  rate  increases.  An  untenable  proposition  is 
to  eliminate  revenue  forgone  while,  at  the  same  time,  prohibiting  the  Postal  Service 
from  raising  rates  to  non-profit  mailers.  Rate  increases  to  other  mailers  to  sub- 
stitute for  revenue  forgone  will  result  in  loss  of  business  for  the  Postal  Service. 
Competitors  will  get  the  business.  Loss  of  business,  in  turn,  will  create  added  reve- 
nue loss,  making  a  vicious  cycle  leading  to  demise  of  a  universal  postal  system,  and 
reasonable  rates  for  all  postal  customers.  In  my  testimony  on  April  20,  1993,  I  asked 
the  question,  "What  price  is  Congress  willing  to  pay  to  maintain  a  universal  postal 
service,  including  that  in  small  offices?"  By  small  offices,  I  mean  those  whose  contin- 
ued existence  is  justified  in  the  Postal  Reorganization  Act.  The  population  trend,  in 
many  areas,  is  swinging  back  to  smaller,  more  rural  type  communities.  Americans 
are  seeking  a  quieter,  higher  quality  way  of  life.  In  this  movement  away  from  the 
big  cities,  one  of  the  first  services  consider  is  personal  mail,  and  the  confidence  that 
it  will  continue  to  be  provided  reliably  and  conveniently. 

Mr.  Sawyer.  Our  second  witness  Mr.  Olvera. 

STATEMENT  OF  ARMANDO  OLVERA,  PRESIDENT,  NATIONAL 
LEAGUE  OF  POSTMASTERS,  ACCOMPAND3D  BY  ED  BOWLEY, 
LEGISLATP/E  CONSULTANT 

Mr.  Olvera.  Thank  you,  Mr.  Chairman.  Appearing  with  me  is 
Ed  Bowley,  our  Legislative  Consultant.  I  am  honored  to  accept  this 
committee's  invitation  to  assist  in  its  annual  oversight  responsibil- 
ities of  the  United  States  Postal  Service. 

General  Runyon  has  accomplished  a  great  deal  these  past  nine 
months,  but  obviously  his  accomplishments  have  not  been  without 
pain.  He  reduced  the  layers  of  management  in  employee  ranks  by 
47,000  without  a  single  employee  being  laid  off.  I  do  find  that 
achievement  remarkable. 

The  heavy  political  mailing  of  last  fall  and  last  Christmas  vol- 
ume was  processed  and  delivered  almost  flawlessly.  This  was  ac- 
complished primarily  through  loyal  dedication  to  duty  by  all  postal 
employees,  and  postmasters,  Mr.  Chairman,  postmasters  were  al- 
lowed for  the  first  time  to  manage  their  offices  and  not  be 
micromanaged  by  their  superiors. 

The  restructuring  has  not  been  easy.  Thousands  of  employees 
have  been  left  without  a  place  to  work.  The  placement  of  these  em- 
ployees has  caused  considerable  unrest  throughout  postmaster 
ranks.  While  postmasters  for  the  most  part  have  exercised  compas- 
sion throughout  this  process,  it  prohibits  some  postmasters  from 
promotional  opportunities. 

In  some  districts  we  received  good  cooperation.  Some  positions 
were  open  for  postmasters  to  bid,  yet  in  other  districts,  lack  of  co- 
operation and  consistency  prevailed.  I  have  asked  postal  head- 
quarters to  provide  me  with  the  number  of  postmaster  vacancies 
filled  by  affected  employees  and  the  number  filled  by  postmasters. 
They  have  done  this  for  the  first  two  months. 

I  am  advised  that  many — in  many  districts  postmasters  are  not 
only  denied  an  opportunity  to  bid,  but  some  are  being  filled  with 
unqualified  people.  The  placement  process  is  incomplete.  Incentives 
have  been  offered  to  return  to  prior  positions.  A  national  advertis- 
ing procedure  was  developed  to  make  affected  employees  aware  of 
vacancies  in  other  areas  of  the  country.  As  a  last  resort  the  Postal 
Service  is  planning  directed  reassignments. 

Frankly,  I  have  a  problem  with  directed  reassignments  into  post- 
master positions,  particularly  with  reluctant  candidates. 
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Mr.  Chairman,  since  the  time  that  the  United  States  Postal  Serv- 
ice celebrated  its  20th  anniversary,  we  had  felt  it  appropriate  to  re- 
visit the  Postal  Reorganization  Act,  Public  Law  91-375,  and  we 
still  do.  While  the  whole  rate-setting  mechanism  needs  another 
look,  surely  monopoly  and  non-monopoly  services  should  be  treated 
separately. 

Today's  Postal  Service  operates  solely  on  its  ability  to  sell  a  serv- 
ice in  the  communications  workplace.  It  is  a  very  competitive  busi- 
ness. The  Postal  Service  requires  greater  ratemaking  flexibility  to 
enhance  its  financial  position  and  meet  competitive  challenges.  A 
proposal  put  forth  by  the  National  League  of  Postmasters  a  year 
ago  dealt  with  part-time  employment  of  annuitants.  The  Postal 
Service  employs  individuals  to  serve  as  postmaster  reliefs  and  rural 
carrier  reliefs,  non-career  employees.  Retired  postmasters  provide 
the  perfect  opportunity  for  the  Postal  Service  to  employ  knowledge- 
able individuals  to  serve  in  relief  capacities  without  any  training 
costs  involved.  The  League  therefore  asks  the  committee  to  con- 
sider a  proposal  to  exempt  retired  postal  employees  from  reemploy- 
ment penalties,  thereby  providing  a  reservoir  of  highly  competent 
individuals. 

Revenue  Foregone  provides  for  reduced  postage  rates  for  certain 
types  of  mail  deemed  to  be  in  the  public  interest.  The  Revenue 
Foregone  program  is  intended  to  ensure  that  postage  revenue  paid 
by  each  group  of  postal  customers  is  not  used  to  finance  reduced 
rates  for  other  mailers. 

Mr.  Chairman,  Revenue  Foregone  is  a  subsidy  to  mailers  that 
qualify,  not  a  subsidy  to  the  postal  service.  In  recent  years  Con- 
gress has  been  deferring  part  of  the  Revenue  Foregone  funds  each 
year— $81  million  in  1991,  $74  million  in  1992,  $360  million  in 
1993,  and  this  year  the  Postal  Service  requires  an  appropriation  of 
$531  million — and  in  the  administration's  budget  there  is  a  pro- 
posal for  only  $92  million  for  Revenue  Foregone  funding.  This 
amounts  to  approximately  a  billion  dollars. 

If  Revenue  Foregone  funding  from  the  Congress  is  discontinued, 
several  things  can  happen.  Either  rates  for  nonprofit  mail  would 
increase  substantially  or  other  postal  customers  would  be  forced 
unfairly  to  pay  the  costs  through  higher  postal  rates.  The  latter  ap- 
proach, plain  and  simple,  equals  a  stamp  tax. 

The  National  League  of  Postmasters  has  consistently  maintained 
that  who  receives  a  benefit  of  reduced  postage  rates  and  the 
amount  of  the  benefit  are  matters  of  public  policy  appropriately  de- 
termined by  Congress,  who  have  also  insisted  as  a  matter  of  public 
policy  that  any  reduced  rates  should  be  funded  in  full  by  the  public 
tax  dollars  and  not  by  additional  charges  or  unsubsidized  mailers. 

We  have  received  a  transitional  proposal  from  the  United  States 
Postal  Service.  We  find  that  proposal  acceptable.  We  commend  this 
committee's  commitment  to  finding  a  permanent  solution  to  the 
Revenue  Foregone  problem  and  assure  you  of  our  complete  coopera- 
tion toward  spreading  evenly  the  impact  of  this  budgetary  shortfall. 

The  second  part  of  the  administration  fiscal  year  budgets  hits  on 
the  U.S.  Postal  Service  deals  with  reducing  the  Federal  deficit  by 
way  of  increasing  postage  rates.  Since  1985  the  Postal  Service  has 
contributed  over  $9  billion  toward  reducing  the  Federal  deficit.  The 
present   administration   requires  the  Postal   Service  to  pay  over 
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three  fiscal  years  beginning  in  1995  a  total  in  excess  of  $1  billion. 
Mr.  Chairman,  we  urge  this  committee  to  reject  this  effort  to  im- 
pose a  stamp  tax  on  the  mailing  public. 

The  Postmaster  General  set  out  goals  to  establish  a  new  reorga- 
nized structure,  improve  the  Postal  Service  financial  position,  pro- 
vide the  Nation  with  better  mail  service.  Postmasters  and  other 
postal  employees  at  considerable  personal  sacrifice  have  assisted 
greatly  in  this  very  difficult  transition. 

None  of  us  wants  to  see  this  fail.  However,  our  combined  efforts 
are  in  jeopardy  due  to  the  continued  underfunding  for  Revenue 
Foregone  and  the  billions  of  budget  deficit  reduction  dollars  taken 
from  postal  revenues. 

Mr.  Chairman,  we  appreciate  and  share  with  this  committee  a 
genuine  concern  for  the  overall  welfare  of  the  Postal  Service,  and 
we  are  grateful  for  the  support  that  postmasters,  retirees  and  the 
Postal  Service  receives  from  this  committee,  and  we  request  that 
support  today  in  protecting  the  revenues  of  the  U.S.  Postal  Service 
and  that  of  a  universal  postal  system. 

I  will  be  pleased  to  respond  to  any  questions. 

Mr.  Sawyer.  Thank  you. 

[The  prepared  statement  of  Mr.  Olvera  follows:] 
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Prepared  Statement  of  Armando  Olvera,  President, 
National  League  of  Postmasters 

MR.  CHAIRMAN  AND  MEMBERS  OF  THIS  DISTINGUISHED  COMMITTEE,  MY  NAME 
IS  ARMANDO  OLVERA,  I  AM  PRESIDENT  OF  THE  NATIONAL  LEAGUE  OF 
POSTMASTERS,  AND  PROUD  TO  REPRESENT  POSTMASTERS  NATIONWIDE. 

APPEARING  WITH  ME  TODAY  IS  ED  BOWLEY,  OUR  LEGISLATIVE  CONSULTANT. 
AS  IN  THE  PAST  TWO  YEARS,  I  AM  HONORED  TO  ACCEPT  THIS  COMMITTEES 
INVITATION  TO  ASSIST  IN  ITS  ANNUAL  GENERAL  OVERSIGHT 
RESPONSIBILITIES  OF  THE  UNITED  STATES  POSTAL  SERVICE. 

IN  OUR  1992  APPEARANCE,  WE  TESTIFIED  AT  SOME  LENGTH  CONCERNING  THE 
PERFORMANCE  OF  THE  POSTAL  SERVICE  SINCE  THE  POSTAL  REORGANIZATION 
OF  1970.  AS  YOU  MAY  RECALL,  WE  TRACED  THE  HISTORICAL  PATH  OF  THE 
POSTAL  SERVICE  FROM  THAT  TIME  —  NOW  WELL  OVER  TWO  DECADES  PAST  — 
WHEN  IT  WAS  MANDATED  TO  BECOMING  A  SELF-SUSTAINING  BUSINESS. 

WE  SPOKE  OF  A  NEW  POSTMASTER  GENERAL  WITH  AN  IMPRESSIVE  RECORD  OF 
INNOVATIVE  MANAGEMENT. 
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WELL  MR.  CHAIRMAN,  CHIEF  EXECUTIVE  OFFICER  AND  70TH  POSTMASTER 

GENERAL  OF  THE  UNITED  STATES  MARVIN  RUNYON  HAS  PROVEN  TO  BE  ALL  OF 
THAT  AND  MUCH  MORE.  ALTHOUGH  HIS  ACCOMPLISHMENTS  OVER  THE  PAST 
NINE  MONTHS  HAVE  BORDERED  ON  SPECTACULAR  -  THEY  HAVE  NOT  BEEN 
WITHOUT  PAIN. 

FIRST  HE  REVAMPED  THE  ENTIRE  MANAGEMENT  STRUCTURE  -  STARTING  AT  THE 
VERY  TOP.  HE  TURNED  A  BUREAUCRATIC  STRUCTURE  INTO  A  CORPORATE 
STRUCTURE  THAT  RESEMBLES  THE  BUSINESS-LIKE  ENTITY  ENVISIONED  BY  THE 
CONGRESS  WITH  THE  ENACTMENT  OF  PL  91-375,  THE  POSTAL  REORGANIZATION 
ACT. 

MR.  RUNYON  REDUCED  THE  LAYERS  OF  MANAGEMENT,  AND  THINNED  THE 
EMPLOYEE  RANKS  BY  47,000,  WITHOUT  A  SINGLE  EMPLOYEE  BEING  LAID  OFF. 
I  FIND  SUCH  AN  ACHIEVEMENT  REMARKABLE. 

THE  HEAVY  POLITICAL  MAILINGS  OF  LAST  FALL  AND  THE  VAST  CHRISTMAS 
VOLUME  WAS  PROCESSED  AND  DELIVERED  ALMOST  FLAWLESSLY.   THIS  WAS 
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ACCOMPLISHED  PRIMARILY  THROUGH  THE  LOYAL  DEDICATION  TO  DUTY  BY  ALL 

POSTAL  SERVICE  EMPLOYEES. 


THE  RESTRUCTURING  HAS  NOT  BEEN  EASY.  THOUSANDS  OF  EMPLOYEES  WERE 
LEFT  WITHOUT  A  PLACE  TO  WORK.  THESE  PEOPLE  ARE  REFERRED  TO  AS 
"AFFECTED"  EMPLOYEES.  THE  PLACEMENT  OF  THOSE  EMPLOYEES  HAS  CAUSED 
CONSIDERABLE  UNREST  THROUGHOUT  POSTMASTER  RANKS. 

WHILE  POSTMASTERS  FOR  THE  MOST  PART  HAVE  EXERCISED  COMPASSION  AND 
PATIENCE  THROUGHOUT  THIS  PROCESS,  IT  PROHIBITED  SOME  POSTMASTERS 
FROM  PROMOTIONAL  OPPORTUNITIES.  IN  SOME  POSTAL  DISTRICTS  WE 
RECEIVE  GOOD  COOPERATION  AND  SOME  POSITIONS  WERE  OPEN  FOR 
POSTMASTERS  TO  BID,  YET  IN  OTHER  DISTRICTS,  LACK  OF  COOPERATION  AND 
INCONSISTENCY  PREVAILS. 

I  HAVE  ASKED  POSTAL  HEADQUARTER  MANAGERS  TO  PROVIDE  ME  WITH  THE 
NUMBER  OF  POSTMASTER  VACANCIES  FILLED  BY  AFFECTED  EMPLOYEES  AND  THE 
NUMBER  OF  POSITIONS  FILLED  BY  POSTMASTERS. 
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POSTAL  HEADQUARTERS  COUNT  THROUGH  FEBRUARY  6,   REFLECTED  1700 

POSTMASTER  APPOINTMENTS.    FIFTY-FOUR  POSTMASTER  PROMOTIONS  WERE 

MADE  DURING  THIS  PLACEMENT  PERIOD.  WE  SOUGHT  AND  RECEIVED  LATERALS 

FOR  359  POSTMASTERS  AND  31  VOLUNTARY  DOWNGRADES. 

I  AM  ADVISED  THAT  IN  MANY  DISTRICTS  POSTMASTERS  ARE  NOT  ONLY  DENIED 
AN  OPPORTUNITY  TO  BID,  BUT  THAT  SOME  POSTMASTER  POSITIONS  ARE  BEING 
FILLED  WITH  UNQUALIFIED  PEOPLE. 

-  THE  PLACEMENT  PROCESS  IS  INCOMPLETE. 

-  INCENTIVES  HAVE  BEEN  OFFERED  TO  RETURN  TO  CRAFT  POSITIONS. 

-  VOLUNTARY  REASSIGNMENT  OPTIONS  HAVE  BEEN  OFFERED. 

-  A  NATIONAL  ADVERTISING  PROCEDURE  WAS  DEVELOPED  THROUGH  HRIS 
TO  MAKE  AFFECTED  EMPLOYEES  AWARE  OF  VACANCIES  IN  OTHER  AREAS 
OF  THE  COUNTRY. 

-  THE  POSTAL  SERVICE,  AS  A  LAST  RESULT  IN  PLACING  AFFECTED 
EMPLOYEE'S,  IS  PLANNING  DIRECTED  REASSIGNMENTS  BEYOND  NORMAL 
COMMUTING  AREAS. 


201 


5 
FRANKLY,   WE   HAVE  A  PROBLEM  WITH  DIRECTED  REASSIGNMENTS   INTO 

POSTMASTER  POSITIONS.   PARTICULARLY  WITH  RELUCTANT  CANDIDATES. 


POSTAL  REORGANIZATION  ACT  AMENDMENTS 
MR.   CHAIRMAN,   SINCE   THE   TIME   THAT   THE   U.S.   POSTAL   SERVICE 
CELEBRATED  ITS  TWENTIETH  ANNIVERSARY,  WE  HAVE  FELT  IT  APPROPRIATE 
TO  REVISIT  THE  POSTAL  REORGANIZATION  ACT,  PL  91-375.   WE  STILL  DO. 

WE  ALSO  BELIEVE  A  REVIEW  OF  THE  RATE-SETTING  MECHANISM  IS 
ESSENTIAL.  FOR  EXAMPLE,  EXPRESS  MAIL,  PRIORITY  MAIL  AND  PARCEL 
POST  ARE  HIGHLY  COMPETITIVE  SERVICES,  YET,  FEDERAL  EXPRESS  AND 
OTHER  PUBLIC  ENTITIES  CAN  CHANGE  RATES  ON  A  MOMENTS  NOTICE.  IN 
DRASTIC  CONTRAST,  THE  PROCESS  WHICH  THE  U.S.  POSTAL  SERVICE  MUST 
FOLLOW  REQUIRES  TEN  MONTHS,  AND  OCCASIONALLY  EVEN  LONGER  TO 
IMPLEMENT . 

WHILE  THE  WHOLE  RATE-SETTING  MECHANISM  NEEDS  ANOTHER  LOOK,  SURELY, 
MONOPOLY  AND  NON-MONOPOLY  SERVICES  SHOULD  BE  TREATED  SEPARATELY. 
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RATES  FOR  NON-MONOPOLY  MAIL  SHOULD  BE  PROPOSED  BY  THE  POSTMASTER 

GENERAL  WITH  APPROVAL  BY  THE  POSTAL  BOARD  OF  GOVERNORS. 


IT  IS  TIME  THAT  THE  U.S.  POSTAL  SERVICE  BE  GIVEN  THE  LATITUDE  THAT 
CONGRESS  PRESCRIBED  IN  1970  IN  ORDER  TO  CONTROL  ITS  OPERATIONAL  AND 
FINANCIAL  INDEPENDENCE  AND  TO  BALANCE  ITS  BOOKS. 

THE  U.S.  POSTAL  SERVICE  IS  NOT  FUNDED  BY  TAX  DOLLARS  AND  THE 
AMERICAN  PUBLIC  NEEDS  TO  BE  EDUCATED  ON  THAT  POINT.  TODAY'S  POSTAL 
SERVICE  OPERATES  SOLELY  ON  ITS  ABILITY  TO  SELL  A  SERVICE  IN  THE 
COMMUNICATIONS  MARKETPLACE,   A  VERY  COMPETITIVE  BUSINESS. 

A  GREAT  CONCERN  TO  THE  ENTIRE  POSTAL  COMMUNITY  IS  THE  FACT  THAT 
SINCE  THE  POSTAL  REORGANIZATION  ACT  OF  1970  WHEN  CONGRESS  MANDATED 
THAT  IT  BECOME  A  SELF-SUSTAINING  ENTITY,  THE  POSTAL  SERVICE  HAS  NOT 
BEEN  PERMITTED  TO  CONSISTENTLY  MEET  THAT  MANDATE. 

THE  U.S.  POSTAL  SERVICE  REQUIRES  GREATER  RATEMAKING  FLEXIBILITY  TO 
ENHANCE  ITS  FINANCIAL  POSITION  AND  MEET  COMPETITIVE  CHALLENGES. 
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ANOTHER  PROPOSAL  TO  THIS  COMMITTEE  PUT  FORTH  BY  THE  NATIONAL  LEAGUE 

OF  POSTMASTERS  A  YEAR  AGO  WAS  ONE  THAT  DEALT  WITH  PART-TIME 
EMPLOYMENT  OF  ANNUITANTS. 

THE  U.S.  POSTAL  SERVICE  HAS  A  TRADITION  OF  EMPLOYING  INDIVIDUALS  TO 
SERVE  AS  POSTMASTERS  RELIEFS  AND  RURAL  CARRIERS  RELIEF.  LAST  YEARS 
EARLY  RETIREMENT  OPTION  WHICH  THE  POSTAL  SERVICE  OFFERED  TO  ITS 
EMPLOYEES,  RESULTED  IN  THOUSANDS  OF  POSTMASTER  RETIREMENTS.  THOSE 
POSTMASTER  RETIREMENTS  PROVIDE  THE  PERFECT  OPPORTUNITY  FOR  THE 
POSTAL  SERVICE  TO  EMPLOY  KNOWLEDGEABLE  INDIVIDUALS  TO  SERVE  IN 
RELIEF  CAPACITIES,  AND  WITHOUT  ANY  TRAINING  COSTS  INVOLVED. 

THE  LEAGUE  WOULD  THEREFORE  ASK  THIS  COMMITTEE  TO  CONSIDER  OUR 
PROPOSAL  TO  EXEMPT  RETIRED  POSTAL  EMPLOYEES  FROM  RE-EMPLOYMENT 
PENALTIES,  THEREBY  PROVIDING  A  RESERVOIR  OF  HIGHLY  COMPETENT 
INDIVIDUALS. 
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REVENUE  FORGONE 

REVENUE  FORGONE  IS  AN  APPROPRIATION  CREATED  BY  CONGRESS  AS  PART  OF 

THE  POSTAL  REORGANIZATION  ACT  OF  1970,  WHICH  ESTABLISHED  THE  POSTAL 

SERVICE  AS  A  SELF-FUNDING,  INDEPENDENT  FEDERAL  ORGANIZATION.   UNDER 

THE  ACT,  ALL  CLASSES  AND  TYPES  OF  MAIL  ARE  REQUIRED  TO  PAY  THEIR 

OWN  WAY.    REGULAR  RATE  MAILERS  PAY  THEIR  ATTRIBUTABLE  COSTS  OF 

HANDLING  AND  DELIVERY  PLUS  A  PORTION  OF  THE  OVERHEAD  COSTS  OF 

OPERATING  THE  POSTAL  SERVICE.   THE  REVENUE  FORGONE  APPROPRIATION 

COVERS  THE  OVERHEAD  COSTS  WHICH  WOULD  OTHERWISE  BE  CHARGED  TO 

SUBSIDIZED  MAILERS. 

THE  STATUTES  WHICH  AUTHORIZE  THE  REVENUE  FORGONE  PROGRAM  ALSO 
DESIGNATE  THE  VARIOUS  TYPES  OF  QUALIFYING  MAILERS.  THE  POSTAL 
SERVICE  ADMINISTERS  THE  PROGRAM  AND  TRIES  TO  EXCLUDE  UNQUALIFIED 
MAILERS,  BASED  ON  THE  DIRECTIONS  IN  THE  LAW. 

REVENUE  FORGONE  PROVIDES  FOR  REDUCED  POSTAGE  RATES  FOR  CERTAIN 
TYPES  OF  MAIL  DEEMED  TO  BE  IN  THE  PUBLIC  INTEREST.   THESE  INCLUDE 
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COMMUNITY   NEWSPAPERS,   MAILINGS   FROM   NONPROFIT   ORGANIZATIONS, 

PUBLICATIONS  FOR  USE  IN  THE  CLASSROOM,  BOOKS  AND  RECORDS  FOR 
LIBRARIES  AND  MUSEUMS,  AND  READING  MATERIALS  FOR  THE  VISUALLY 
IMPAIRED. 

THE  REVENUE  FORGONE  PROGRAM  IS  INTENDED  TO  INSURE  THAT  THE  POSTAGE 
REVENUE  PAID  BY  EACH  GROUP  OF  POSTAL  CUSTOMERS  IS  NOT  USED  TO 
FINANCE  REDUCED  RATES  FOR  OTHER  MAILERS.  AS  FURTHER  ASSURANCE  THAT 
POSTAL  REVENUE  FROM  REGULAR-RATE  MAILERS  WILL  NOT  BE  USED  TO  FUND 
THE  REVENUE  FORGONE  PROGRAM ,  THE  GOVERNORS  OF  THE  POSTAL  SERVICE 
ARE  AUTHORIZED  TO  INCREASE  THE  RATES  FOR  SUBSIDIZED  MAIL  IN  THE 
EVENT  THAT  THE  PROGRAM  IS  NOT  FULLY  FUNDED. 

REVENUE  FORGONE  IS  A  SUBSIDY  TO  MAILERS  -  NOT  A  SUBSIDY  TO  THE 
POSTAL  SERVICE. 
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INTEREST-FREE  LOANS 


IN  RECENT  YEARS,  CONGRESS  HAS  BEEN  DEFERRING  SOME  REVENUE  FORGONE 
FUNDS  EACH  YEAR.  IN  FISCAL  YEAR  1993,  IT  DEFERRED  $360  MILLION  OF 
$482  MILLION  DUE,  AND  THEN  PROHIBITED  THE  POSTAL  SERVICE  FROM 
RAISING  NONPROFIT  RATES  TO  COMPENSATE  FOR  THE  SHORTAGE. 

THE  ADMINISTRATION'S  PROPOSAL  ALSO  INCLUDED  AN  ACROSS-THE-BOARD 
FUNDING  CUT  OF  $265  MILLION,  WHICH  WOULD  HAVE  RESULTED  IN  ACROSS- 
THE-BOARD  PREFERRED  RATE  INCREASES  OF  ABOUT  20-30%. 

THE  U.S.  POSTAL  SERVICE  REQUIRES  AN  APPROPRIATION  OF  $531  MILLION 
FOR  FY  1994  TO  MAINTAIN  CURRENT  FUNDING  LEVELS  FOR  PREFERRED  RATE 
MAILERS. 

FURTHER,  THE  POSTAL  SERVICE  IS  DUE  $81  MILLION  TO  COVER  THE  FY  1991 
SHORTFALL,  IN  FY  1992  IT  WAS  $74  MILLION  AND  $360  MILLION  TO  COVER 
THE  FY  1993  SHORTFALL.    THIS  REFLECTS  $1  BILLION.    THE  POSTAL 
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SERVICE  CANNOT  AFFORD  TO  LET  THE  U.S.  TREASURY  USE  POSTAL  REVENUES 
AS  INTEREST  FREE  LOANS. 


THE  ADMINISTRATIONS  FY  1994  BUDGET  PROPOSES  ONLY  $92  MILLION  FOR 
REVENUE  FORGONE  FUNDING.  THESE  FUNDS  WOULD  BE  APPLIED  SOLELY  TO 
PAY  THE  COST  OF  FREE  POSTAGE  ON  MATTER  FOR  THE  BLIND  AND  ABSENTEE 
VOTING  BALLOTS  FOR  AMERICANS  OVERSEAS. 

CONSEQUENCE  OF  REDUCED  FUNDING 

IF  REVENUE  FORGONE  FUNDING  FROM  THE  CONGRESS  IS  DISCONTINUED, 
SEVERAL  THINGS  COULD  HAPPEN:  EITHER  RATES  FOR  NON-PROFIT  MAIL 
WOULD  INCREASE  SUBSTANTIALLY,  OR  OTHER  POSTAL  CUSTOMERS  WOULD  BE 
FORCED  UNFAIRLY  TO  PAY  THE  COSTS  THROUGH  HIGHER  POSTAGE  RATES.  THE 
LATTER  APPROACH,  PLAIN  AND  SIMPLE,  EQUALS  A  "STAMP  TAX." 

IN  RECENT  YEARS,  RATE  INCREASES  HAVE  LED  TO  LOSS  OF  COMMERCIAL  MAIL 
VOLUME   TO   COMPETITORS   AND   OTHER   METHODS   OF   COMMUNICATION. 
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ADDITIONAL  RATE  HIKES  WOULD  HAVE  A  DETRIMENTAL  EFFECT  ON  THE  POSTAL 

SERVICE  AND  ITS  ABILITY  TO  SERVE  THE  MAILING  NEEDS  OF  THE  NATION. 


PREFERRED  MAILING  RATES  ARE  AN  IMPORTANT  TOOL  OF  PUBLIC  POLICY 
BECAUSE  THEY  ALLOW  CHARITIES,  CHURCHES,  SCHOOLS,  SMALL  NEWSPAPERS, 
LIBRARIES,  CLASSROOM  PUBLISHERS,  AND  OTHER  NONPROFIT  MAILERS  TO 
DISSEMINATE  THEIR  VALUABLE  MATERIALS,  COMMUNICATE  WITH  THEIR 
MEMBERSHIPS,  AND  RAISE  THE  FUNDS  THEY  NEED.  AS  THIS  SECTOR  OF  THE 
ECONOMY  EMBODIES  THE  NATION'S  CHARITABLE  NATURE  AND  PUBLIC  SPIRIT, 
THE  SERVICES  AND  PROGRAMS  PERFORMED  BY  THESE  ORGANIZATIONS  ARE  EVEN 
MORE  NECESSARY  NOW  TO  AUGMENT  PUBLIC  EFFORTS  IN  TIMES  OF 
CONSTRAINED  BUDGETS.  A  REDUCTION  IN  FUNDING  WILL  HAMPER  THESE 
ACTIVITIES. 

THE  NATIONAL  LEAGUE  OF  POSTMASTERS  OF  THE  UNITED  STATES  HAS 
CONSISTENTLY  MAINTAINED  THAT  WHO  RECEIVES  THE  BENEFIT  OF  REDUCED 
POSTAGE  RATES,  AND  THE  AMOUNT  OF  THE  BENEFIT  ARE  MATTERS  OF  PUBLIC 
POLICY  APPROPRIATELY  DETERMINED  BY  CONGRESS.  WE  HAVE  ALSO  INSISTED 
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AS  A  MATTER  OF  PUBLIC  POLICY,  THAT  ANY  REDUCED  RATES  SHOULD  BE 

FUNDED  IN  FULL  BY  THE  PUBLIC'S  TAX  DOLLARS  AND  NOT  BY  ADDITIONAL 

CHARGES  OR  UNSUBSIDIZED  MAILERS. 

IT  IS  APPARENT  THAT  THE  103RD  CONGRESS  LEANS  TOWARD  ADOPTION  OF  THE 
ADMINISTRATIONS  FUNDING  PROPOSAL.  IT  IS  ALSO  APPARENT  A 
TRANSITIONAL  REVENUE  FORGONE  PROPOSAL  IS  REQUIRED  TO  "SHARE  THE 
PAIN"  DURING  SUCH  A  TRANSITION. 

WE,  ALONG  WITH  OTHER  CONCERNED  PARTIES  HAVE  RECEIVED  A  TRANSITIONAL 
PROPOSAL  FROM  THE  U.S.  POSTAL  SERVICE.  THE  LEAGUE  FINDS  THAT 
PROPOSAL  ACCEPTABLE. 

MR.  CHAIRMAN,  WE  COMMEND  THIS  COMMITTEES  COMMITMENT  TO  FINDING  A 
PERMANENT  SOLUTION  TO  THE  REVENUE  FORGONE  PROBLEM,  AND  ASSURE  YOU 
OF  OUR  COMPLETE  COOPERATION  TOWARD  SPREADING  EVENLY  THE  IMPACT  OF 
THIS  BUDGETARY  SHORTFALL. 


210 

14 
THE  LEAGUE  IS  PREPARED  TO  SUPPORT  ANY  REASONABLE  EFFORT  THAT 

ASSURES  THAT  THE  BUDGET  ULTIMATELY  ADOPTED  DEALS  FAIRLY  AND 

EQUITABLY  WITH  ALL  AFFECTED  PARTIES,  AND  ABOVE  ALL  PRESERVES  THE 

FINANCIAL  INTEGRITY  OF  THE  U.S.  POSTAL  SERVICE. 

DEFICIT  REDUCTION 

THE  SECOND  PART  OF  THE  ADMINISTRATIONS  FY  1994  BUDGET  HITS  ON  THE 
U.S.  POSTAL  SERVICE  DEALS  WITH  REDUCING  THE  FEDERAL  DEFICIT  BY  WAY 
OF  INCREASED  POSTAGE  RATES. 

SINCE  1985,  THE  POSTAL  SERVICE  HAS  CONTRIBUTED  OVER  NINE  BILLION 
DOLLARS  TOWARD  REDUCING  THE  FEDERAL  DEFICIT.  THE  PRESENT 
ADMINISTRATION  PROPOSES  TO  REQUIRE  THE  POSTAL  SERVICE  TO  PAY  OVER 
THREE  FISCAL  YEARS  BEGINNING  IN  1995  A  TOTAL  IN  EXCESS  OF  $1 
BILLION  FOR  THE  EMPLOYEES  HEALTH  BENEFITS  FUND  AND  THE  CIVIL 
SERVICE  RETIREMENT  AND  DISABILITY  FUND.  A  TOTAL  OF  $347  MILLION  IN 
EACH  OF  FISCAL  YEARS  1995,  1996  AND  1997. 
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UNDER  THE  BUDGET  SUMMIT  AGREEMENT  FOR  1990,  THE  POSTAL  SERVICE  WAS 

REQUIRED  TO  PAY  $2.14  BILLION  FOR  COLA  AND  HEALTH  BENEFITS  FOR 

ANNUITANTS  WHO  RETIRED  ON  OR  AFTER  JULY  1,  1971.   THIS  PAYMENT  WAS 

DETERMINED  TO  PAY  IN  FULL  THE  PAST  LIABILITIES  OF  THE  POSTAL 

SERVICE  FOR  ITS  ANNUITANTS  AND  THEIR  SURVIVORS. 

CONGRESS  HAS  TWICE  AGREED  THAT  THIS  ISSUE  HAS  BEEN  SETTLED  IN  FULL. 
ENOUGH  IS  ENOUGH.  WE  URGE  THIS  COMMITTEE  TO  REJECT  THIS  EFFORT  TO 
IMPOSE  A  "STAMP  TAX"  ON  THE  MAILING  PUBLIC. 

MR.  CHAIRMAN,  POSTMASTER  GENERAL  RUNYON  SET  OUT  GOALS  TO  ESTABLISH 
A  NEW  ORGANIZATIONAL  STRUCTURE,  IMPROVE  THE  POSTAL  SERVICES 
FINANCIAL  POSITION,  AND  PROVIDE  THIS  NATION  WITH  BETTER  MAIL 
SERVICE. 

POSTMASTERS  AND  OTHER  POSTAL  EMPLOYEES,  AT  CONSIDERABLE  PERSONAL 
SACRIFICE,  HAVE  ASSISTED  GREATLY  IN  THIS  DIFFICULT  TRANSITION. 
NONE  OF  US  WANT  TO  SEE  IT  FAIL. 
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HOWEVER,  OUR  COMBINED  EFFORTS  ARE  IN  JEOPARDY  DUE  TO  THE  CONTINUED 

UNDERFUNDING  FOR  REVENUE  FORGONE,   AND  THE  BILLIONS  OF  BUDGET 

DEFICIT  REDUCING  DOLLARS  TAKEN  FROM  POSTAL  REVENUES. 

WE  ARE  CONVINCED  THAT  MR.  RUNYON  WILL  ONLY  RAISE  MAIL  RATES  AS  A 
LAST  RESORT,  AND  WE  ARE  CONCERNED  WITH  THE  ALTERNATIVES  HE  HAS 
ESPOUSED  SUCH  AS  CLOSING  SMALL  POST  OFFICES  AND  FURTHER  PERSONNEL 
REDUCTIONS . 

MR.  CHAIRMAN,  WE  APPRECIATE  AND  SHARE  WITH  THIS  COMMITTEE  A  GENUINE 
CONCERN  FOR  THE  OVERALL  WELFARE  OF  THE  POSTAL  SERVICE. 

WE  APPLAUD  THE  POSTAL  SERVICE  EFFORTS  TO  MOVE  CUSTOMER  SERVICE  TO 
ITS  HIGHEST  POSSIBLE  LEVEL,  WHILE  MAKING  EMPLOYEE  INVOLVEMENT  IN 
THAT  PROCESS  —  THROUGH  THE  EMPOWERMENT  OF  THOSE  EMPLOYEES  —  A  TOP 
PRIORITY. 
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MR.  CHAIRMAN,  WE  ARE  GRATEFUL  FOR  THE  SUPPORT  THAT  POSTMASTERS, 

RETIREES  AND  THE  POSTAL  SERVICE  RECEIVES  FROM  THIS  COMMITTEE,  AND 

WE  REQUEST  THAT  SUPPORT  TODAY  IN  PROTECTING  THE  REVENUES  OF  THE 

U.S.  POSTAL  SERVICE  AND  THAT  OF  A  UNIVERSAL  POSTAL  SYSTEM.   I  WILL 

BE  PLEASED  TO  RESPOND  TO  ANY  QUESTIONS. 
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Response  to  Written  Questions  Submitted  by  Hon.  John  T.  Myers  to 
Armando  Olvera 

Question  1.  Has  restructuring  placed  too  many  additional  responsibilities  and  du- 
ties on  Postmasters? 

Answer.  Perhaps  in  some  larger  facilities  such  as  EAS-22  and  above  that  do  not 
qualify  for  a  mid-level  management  position. 

However,  restructuring  has  provided  Postmasters  with  greater  empowerment 
which  translates  to  additional  responsibilities.  Their  duties  have  expanded  to  the  ex- 
tent they  broaden  community  services. 

We  view  both  of  these  as  formidable  challenges  and  in  a  very  positive  sense. 

Question  2.  Has  the  disillusionment  of  employees  that  resulted  from  restructuring 
changed  over  the  recent  months? 

Answer.  Not  being  able  to  have  first  bid  on  Postmaster  jobs  may  have  caused 
some  disillusionment. 

I  believe  that  except  for  a  few  exceptions  Postmasters  have  viewed  restructuring 
as  a  means  of  challenge  and  opportunity.  Restructuring  with  its  greater  administra- 
tive empowerment  is  a  definite  challenge.  An  opportunity  to  make  lateral  moves 
was  nearly  nonexistent  prior  to  restructuring.  The  few  exceptions  have  been  due  to 
perceived  missed  promotional  opportunities. 

Question  3.  Do  you  believe  that  the  stress  level  of  postal  employees  has  increased 
or  decreased  since  the  Royal  Oak  shooting  in  November  14,  1991? 

Answer.  I  believe  that  restructuring  has  relieved  Postmasters  of  a  great  deal  of 
stress  by  removing  budget  pressures  and  providing  more  direct  communication  than 
that  received  from  the  now  defunct  Sectional  Centers  and  Division  Managers  than 
any  relationship  to  shootings. 

Perhaps  craft  employees  may  have  experienced  higher  stress  levels  as  a  result  of 
Post  Office  violence  stemming  from  Royal  Oak  and  more  recently  Dana  Point,  CA 
and  Dearborn,  MI. 

In  these  recent  shootings  I  commend  Mr.  Runyon  and  other  postal  management 
officials  for  responding  with  compassion  and  appropriate  actions  to  provide  for  the 
welfare  of  postal  employees  and  their  families. 

Question  4.  It  has  been  reported  the  Postmasters  have  been  overlooked  for  pro- 
motion so  that  employees  "affected"  by  restructuring  could  be  placed.  Has  the  Postal 
Service  admitted  that  this  is  their  policy  and  what  is  the  justification? 

Answer.  It  is  true  that  affected  employees  were  given  first  promotional  opportuni- 
ties in  most  situations.  The  justification  cited  by  the  Postal  Service  was  that  speed 
was  essential.  The  normal  posting  and  placement  procedures  were  too  lengthy  to 
maintain  adequate  service. 

Question  5.  You  have  expressed  your  support  for  the  Postal  Service  plan  on  Reve- 
nue Forgone,  are  you  willing  to  compromise  and  support  an  alternative  somewhat 
less  destructive  to  the  organizations  who  qualify  for  preferred  rates? 

Answer.  As  outlined  in  our  testimony,  the  LEAGUE  is  prepared  to  cooperate  fully 
in  any  proposal  for  resolving  Revenue  Forgone  underfunding.  We  believe  the  Postal 
Service  plan  on  Revenue  Foregone  provides  financial  protection  for  the  Postal  Serv- 
ice while  the  Committee  plan  falls  short  of  that  necessary  and  vital  goal. 

Mr.  Sawyer.  Mr.  Palladino. 

STATEMENT  OF  VINCE  PALLADINO,  PRESIDENT,  NATIONAL 
ASSOCIATION  OF  POSTAL  SUPERVISORS 

Mr.  Palladino.  Thank  you  Mr.  Chairman.  I  am  Vince  Palladino 
President  of  the  National  Association  of  Postal  Supervisors.  Today 
I  testify  on  behalf  of  the  over  37,000  active  and  3,000  retired  postal 
supervisors  managers.  We  appreciate  the  committee  holding  this 
oversight  hearing  which  will  provide  us  the  opportunity  to  assess 
the  state  of  the  ongoing  postal  organization. 

With  me  today  is  my  legislative  assistant,  Bob  McLean.  I  would 
like  to  make  a  few  comments  and  enter  my  entire  written  testi- 
mony into  the  record.  I  wanted  to  bring  you  up-to-date  on  the  sta- 
tus of  the  reorganization.  As  the  other  witnesses  said,  it  was  quite 
painful  for  our  organization,  and  we  still  face  some  problems. 

After  getting  the  Postal  Service  to  realize  that  we  did  have  some 
rights  and  that  our  people  would  not  be  laid  off  and  didn't  lose  any 
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pay,  we  still  have  two  problems  actually  that  stop  us  from  moving 
forward.  One  problem  is,  after  all  the  placements  are  put  into 
place,  we  will  have  3,000  positions  and  2,000  supervisors.  Unfortu- 
nately, they  don't  meet.  We  will  have  2,000  supervisors  in  the  east 
or  1,000  and  1,000  east  and  west,  and  the  positions  will  be  in  the 
center  of  the  country.  We  also  have  a  group  of  people  that  have 
been  placed  in  a  frozen  rate  position  through  no  fault  of  their  own, 
working  in  lower-level  positions,  and  will  receive  no  future  COLAs 
or  pay  increases.  This  is  a  problem  to  moving  forward  and  working 
together. 

On  the  bright  side,  we  are  working  with  several  committees, 
along  with  the  witnesses  here  and  the  craft  employees,  which  are 
very  grateful  that  we  are  on  the  ground  floor  of  planning  for  the 
future  of  the  Postal  Service.  Along  with  the  craft  organizations,  I 
think  the  future  will  be  much  better  than  we  have  had  in  the  past. 

Then  the  third  problem  that  I  came  here  for  is  to  ask  your  help 
with  the  1994  budget.  We  happen  to  agree  with  Marvin  Runyon 
that  the  Postal  Service  cannot  take  any  more  stamp  taxes,  and  we 
can't  fund  the  Revenue  Foregone  without  collecting  for  it.  We  are 
glad  you  are  working  on  that  and  we  hope  you  can  resolve  it.  We 
just  can't  take  another  $2  billion  hit  and  have  the  Postal  Service 
take  whatever  action — it  is  either  going  to  be  a  rate  increase,  which 
will  reduce  our  mail  volume  again,  or  we  are  going  to  have  to  move 
some  more  people  out  of  the — get  rid  of  more  people.  I  don't  think 
we  can  stand  that  anymore.  So  we  need  your  help  with  that. 

We  appreciate  that  and  will  answer  any  questions  you  might 
have. 

[The  prepared  statement  of  Mr.  Palladino  follows:] 
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Prepared  Statement  of  Vince  Palladino,  President, 
National  Association  of  Postal  Supervisors 

Mr.  Chairman,  my  name  is  Vince  Palladino,  and  I  am  president  of  the 
National  Association  of  Postal  Supervisors.  Today  I  am  testifying  on  behalf 
of  over  37,000  active  and  3,000  retired  postal  supervisors  and  managers.  We 
appreciate  the  committee  holding  this  oversight  hearing,  which  will  provide  us 
the  opportunity  to  assess  the  state  of  the  ongoing  postal  reorganization. 

Last  year  when  my  predecessor,  Rubin  Handelman,  testified  before  this 
committee,  NAPS  was  on  the  verge  of  instigating  a  lawsuit  against  the  Postal 
Service  for  failing  to  observe  my  association's  consultative  rights  and  the 
rights  of  supervisors  as  federal  employees.  For  the  benefit  of  the  many  new 
committee  members,  postal  supervisors  enjoy  rights  unique  in  the  federal  work 
force.  The  Postal  Service  is  required  by  Title  39  to  meet  with  us  on  a  monthly 
basis  to  discuss  pay  arid  other  policies  which  will  affect  our  members.  Postal 
management  must  give  us  the  opportunity  to  comment  on  any  possible  changes 
before  they  are  implemented. 

Because  of  the  protections  Congress  provided  supervisors,  we  were  able 
to  slow  the  process  long  enough  for  our  concerns  to  be  heard  and  a  RIF  was 
avoided.  NAPS  and  the  Postal  Service  signed  an  agreement  which  guaranteed  that 
no  supervisors  would  be  laid-off ,  and  provided  other  protective  measures  for 
supervisors  affected  by  the  reorganization. 

unfortunately  in  the  agreement  the  Postal  Service  claimed  it  had  the 
legal  right  to  freeze  indefinitely  the  salaries  of  supervisors  placed  into 
lower- level  positions.  In  previous  reorganizations  such  supervisors  have 
received  what  the  Postal  Service  calls  "saved  grade"  or  "saved  rate."  Without 
going  into  detail  about  these  policies,  both  include  provisions  allowing  those 
put  into  lower- level  positions  to  continue  receiving  general  increases  and 
cost  of  living  allowances  (COLAs)  until  they  are  rightfully  placed  in  a 
position  equal  to  or  greater  than  the  grade  level  of  their  previous  positions. 
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While  seme  of  our  members  will  no  doubt  test  the  legality  of  their 
"indefinite  frozen  salary"  status  when  the  October  OOLA  and  November  general 
increase  are  due,  this  policy  is  hardly  the  best  way  to  motivate  managers  at  a 
time  when  USPS  Headquarters  is  calling  for  maximum  discretionary  effort  from 
all  employees.  The  Postal  Service  may  have  had  to  take  drastic  steps  last  year 
because  of  its  poor  finances,  but  first-line  supervisors  did  not  make  the 
decisions  which  got  USPS  into  that  position. 

While  this  agonizing  reorganization  has  almost  been  completed,  I  would 
like  to  make  some  brief  observations  about  what  was  done,  and  how  it  was  done. 
To  his  credit  Marvin  Runyon  took  many  actions  to  reduce  the  postal  bureaucracy 
that  NAPS  had  been  advocating  for  years.  Those  steps  included  reducing  the 
workforce  at  USPS  Headquarters,  eliminating  the  regions  and  restructuring 
field  management  below  the  regional  level. 

What  created  most  of  t±ie  tension  in  1992  was  the  Postal  Service's 
consistent  failure  to  involve  NAPS  in  its  decisions.  We  were  called  into  many 
meetings,  but  were  only  asked  to  comment  on  decisions  the  Postal  Service  had 
already  made,  and  that  tiiey  had  sometimes  already  begun  implementing.  Often 
plans  were  made  and  timetables  were  set  by  individuals  whose  lack  of  field 
experience,  or  recent  field  experience,  was  reflected  in  deadlines  any  first- 
line  supervisor  would  recognize  as  unachievable. 

We  did  not  take  any  pleasure  in  having  our  assessments  of  these  early 
plans  and  timetables  proven  correct.  Many  of  our  now  former  members  were 
forced  to  make  decisions  without  adequate  information  and  adequate  time  to 
consider  such  life-altering  options.  The  majority  of  those  who  remained  with 
the  Postal  Service  have  been  threatened  repeatedly  with  directed  reassignments 
before  the  field  structure  was  announced  and  before  placement  decisions  were 
made. 
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Our  near  collision  in  court  with  the  Postal  Service  did,  however, 
succeed  in  changing  the  consultation  pattern  in  same  ways.  Instead  of  being 
informed  about  the  work  some  committee  or  study  group  had  done  and  the 
recommendations  they  had  made,  NAPS  board  members  have  been  put  on  many 
committees  to  assist  in  making  decisions  about  such  issues  as  staffing 
requirements,  which  is  what  the  authors  of  the  Postal  Reorganization  Act  had 
in  mind.  While  all  our  suggestions  are  not  accepted,  we  are  at  least  in  a 
position  to  provide  options  some  in  Headquarters  might  not  have  otherwise 
considered,  or  that  they  were  uncomfortable  in  suggesting.  We  are  urging 
senior  managers  who  have  been  restrained  in  voicing  their  concerns  for  fear 
of  crossing  the  postmaster  general  to  speak  out  for  the  long-term  good  of  the 
institution. 

I've  had  a  chance  to  observe  these  vice  presidents  firsthand  as  a  new 
member  of  the  Postal  Service's  leadership  group,  which  meets  weekly,  and  to 
hear  about  the  major  personnel  and  operational  decisions  under  consideration. 
I  and  the  other  employee  organization  presidents  appreciate  this  opportunity 
to  participate  at  such  a  high  level,  an  opportunity  I  don't  believe  any  of  my 
predecessors  were  ever  extended. 

We  also  appreciate  a  recent  series  of  meetings  with  the  Postal  Service 
to  discuss  the  best  and  most  humane  ways  of  dealing  with  unplaced  supervisors 
and  managers.  At  our  request  the  Postal  Service  considered,  and  later 
approved,  incentives  for  supervisors  wanting  to  return  to  craft  positions,  and 
will  soon  make  job  vacancies  from  across  the  country  available  to  supervisors 
in  the  two  geographic  areas  where  the  most  unplaced  supervisors  are  located. 
In  New  York  there  are  approximately  500  unplaced  supervisors,  and  in  the  Los 
Angeles  basin  about  100.  It  is  our  hope  that  seme  of  these  individuals  will 
pursue  vacancies  in  other  parts  of  the  country,  a  step  many  of  them  are 
willing  to  take. 
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The  Postal  Service  continues  talking  about  directing  those  still 
unplaced  by  late  June  to  positions  they  would  not  want  to  accept.  That  is  a 
step  we  hope  the  Postal  Service  never  takes.  We  will  continue  suggesting  other 
ways  of  resolving  a  problem  we  would  prefer  not  to  settle  in  court  or  through 
several  hundred  Merit  Systems  Protection  Board  appeals. 

While  cooperation  at  the  top  of  the  organization  is  improving,  it  has 
not  yet  filtered  down  to  every  level  of  the  organization.  We  still  have  seme 
field  managers  who  prefer  doing  things  the  old-fashioned  way,  which  usually 
means  without  talking  to  NAPS.  The  office  in  Headquarters  responsible  for 
acting  as  a  liaison  with  the  management  associations  is  responding  when  we 
notify  them  about  such  individuals.  What  we  are  waiting  to  see  is  what,  if 
anything,  will  be  dene  when  these  managers  ignore  a  call  from  Headquarters 
urging  them  to  have  their  own  local  leadership  meeting  with  NAPS'  local 
officers.  There  are  seme  managers  in  the  Postal  Service  who  look  at  any  and 
every  postmaster  general  as  someone  they  can  out  last,  or  as  a  short-timer  to 
be  tolerated  until  the  next  one  comes  through  the  door  with  a  new  management 
plan  or  philosophy. 

What  will  ultimately  rid  the  Postal  Service  of  this  management 
philosophy  if  Marvin  Runyon  sticks  with  his  promise  of  putting  service  first 
and  the  budget  second.  Many  managers  don't  believe  him,  and  won't  for  some 
time.  If  Mr.  Runyon  maintains  his  current  priorities,  which  we  support,  the 
pressure  on  supervisors  which  has  created  so  many  problems  in  the  past — for 
supervisors  and  for  craft  employees — will  be  reduced. 

It  has  been  a  year-and-a-half  since  the  Royal  Oak  tragedy,  long  enough 
for  some  to  forget  the  details  behind  the  statistics.  Several  supervisors  died 
and  other  supervisors'  lives  were  devastated  because  of  the  actions  of  a 
distraught  employee.  What  we  must  not  forget  is  the  environment  in  which  that 
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situation  occurred.  What  we  must  eliminate  is  the  culture  which  allowed  senior 
managers  to  abuse  employees  at  every  level  with  impunity.  The  postmaster 
general  has  taken  the  first  steps  towards  changing  the  culture,  and  we  will  be 
watching  closely  to  see  if  he  follows  through  as  he  has  promised. 

So,  having  survived  the  onslaught  of  media  attention  which  portrayed  all 
supervisors  as  overbearing  goons,  and  a  reorganization  which  eliminated  almost 
thirty  percent  of  all  supervisory  jobs,  what  will  the  future  hold  for  our 
members?  I  believe  that  will  be  decided  by  the  members  of  this  committee,  your 
colleagues  in  the  Congress  and  President  Clinton,  not  by  the  postmaster 
general. 

It  seems  Marvin  Runyon  did  too  good  a  job  eliminating  the  Postal 
Service's  deficit,  because  we're  now  being  asked  to  provide  $2  billion  in  the 
fight  to  reduce  the  deficit.  The  first  billion  amounts  to  nothing  less  than 
theft.  The  Administration's  FY  1994  budget  resurrects  a  Bush  proposal  alleging 
the  Postal  Service  failed  to  pay  in  full  the  cost  of  Post  Office  Department 
retiree  cost  of  living  allowances.  They  are  suggesting  that  this  committee's 
math  wasn't  very  good  and  that  the  government  was  shortchanged. 

As  the  committee  knows  this  debt  was  paid  in  full  as  part  of  the  1990 
OBRA,  and  in  1992  the  Bush  "request"  was  appropriately  labeled  as  bogus  and 
refused.  By  submitting  this  old  proposal  the  Administration  has  only 
encouraged  more  people  to  become  cynical  about  our  political  process.  This  is 
nothing  more  than  a  stamp  tax,  and  should  not  have  been  accepted  by  the  budget 
resolution  conferees. 

The  second  $1  billion  comes  from  a  failure  to  address  the  revenue 
forgone  appropriation.  Congress  owes  the  Postal  Service  a  half  billion  for  the 
past  three  years,  and  will  be  short  almost  a  half  billion  next  year,  that  is 
unless  the  committee  takes  the  necessary  steps  to  reform  the  appropriation.  If 
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Congress  no  longer  finds  itself  able  to  subsidize  the  postage  of  nonprofit 
mailers,  and  NAPS  is  one  of  those  nonprofit  mailers,  so  be  it.  We  would 
implore  the  committee  to  make  this  issue  a  priority  during  the  next  few  weeks 
so  that  the  Postal  Service  will  not  face  another  year  in  which  Congress  fails 
to  provide  what  the  law  calls  for,  and  then  prohibits  the  Postal  Service  from 
raising  nonprofit  rates  to  make  up  the  difference. 

The  Postal  Service  has  submitted  a  proposal  for  gradually  eliminating 
the  revenue  forgone  appropriation  which  we  can  support.  If  a  less  drastic 
measure  is  necessary  to  resolve  this  issue  permanently,  we  will  be  flexible  in 
our  position.  Our  only  concem  is  that  something  be  done,  and  quickly. 

For  all  the  talk  in  Washington  about  concern  for  creating  jobs  in  this 
country  which  pay  a  living  wage.  Congress  and  the  Clinton  Administration  seem 
in  a  hurry  to  eliminate  many  such  positions  within  the  Postal  Service. 
Eliminating  jobs,  closing  small  post  offices  and  raising  the  price  of  a  stamp 
will  be  the  inevitable  result  of  a  $2  billion  hit  on  the  Postal  Service.  I 
don't  think  Marvin  Runyon  is  bluffing  when  he  threatens  to  raise  rates  and 
lower  the  number  of  postal  employees,  and  I  know  that  the  group  who  would  be 
hit  first  and  hit  the  hardest  would  be  supervisors — the  same  people  who  bore 
the  brunt  of  last  year's  reorganization. 

The  Postal  Service  cannot  continue  to  take  this  financial  pounding  and 
survive.  We  will  be  privatized  because  we  will  be  priced  out  of  business,  and 
in  the  process  many  middle-class  taxpaying  Americans  will  be  put  out  of  work. 
Today  we  believe  there  are  about  2,000  supervisors  without  positions.  If  the 
Postal  Service  must  pay  $2  billion,  a  lot  more  than  2,000  jobs  could  be 
eliminated  by  the  postmaster  general  and  service  to  the  public  would  suffer. 
That  would  start  an  endless  cycle  of  reduced  volume,  higher  postage  and 
reduced  staffing. 
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The  Postal  Service  survived  this  past  holiday  season  because  supervisors 
were  told  to  use  as  much  overtime  as  it  took  to  deliver  the  mail,  which  was  a 
big  change  from  past  practices. 

With  the  holidays  behind  us  the  use  of  overtime  is  being  more  closely 
monitored,  just  as  we  begin  operating  with  fewer  managers.  Supervisors  are 
dedicated  to  maintaining  service  levels  under  this  new  organization,  but  we 
don't  know  how  that  will  be  possible  if  the  stamp  taxes  don't  stop. 

While  the  public's  perception  may  sometimes  be  different,  the  reality  is 
the  U.S.  Postal  Service  is  the  best  postal  system  in  the  world.  Our  people  are 
very  proud  of  the  organization  they  have  helped  build.  We  only  ask  for  a 
fighting  chance  in  keeping  that  status.  Having  survived  the  Runyon 
reorganization,  will  postal  employees  and  managers  be  rewarded  with  a  grab  for 
cash  that  will  mean  reliving  the  reorganization?  Everyone  has  their  breaking 
point  when  they  can't  take  any  more  stress.  Supervisors  are  nearing  that  point 
as  a  group,  and  so  is  the  Postal  Service  as  an  institution.  Once  again  the 
National  Association  of  Postal  Supervisors  is  ocming  to  this  committee  to  ask 
for  its  help.  I  don't  believe  it's  ever  been  needed  more  in  the  last  twenty- 
three  years. 
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Response  to  Written  Questions  Submitted  to  Vince  Palladino 

Question  1.  Has  restructuring  placed  too  many  additional  responsibilities  and  du- 
ties on  postmasters? 

Answer.  Postmasters,  as  well  as  supervisors  and  managers  in  stations  and 
branches,  unquestionably  have  additional  responsibilities  because  of  the  Runyon  re- 
organization. These  individuals  are  still  determining  how  to  distribute  what  is  es- 
sentially the  same  amount  of  work  among  fewer  managers.  The  greater  burden, 
however,  is  now  on  first-line  managers  and  supervisors.  While  staffing  at  this  level 
has  decreased,  many  of  the  reports  and  paperwork  have  not.  These  individuals  un- 
questionably face  a  greater  challenge  than  the  higher-level  managers  to  whom  they 
report. 

Question  2.  Has  the  disillusionment  of  employees  that  resulted  from  restructuring 
changed  over  the  recent  months? 

Answer.  This  is  a  difficult  question  to  answer  definitively.  Most  recently  NAPS' 
members  have  been  encouraged  by  Postmaster  General  Runyon's  decision  to  treat 
employees  affected  by  the  reorganization  (specifically  those  supervisors  placed  into 
lower-level  positions)  the  same  as  nonaffected  employees  regarding  cost  of  living  al- 
lowances, general  increases  and  merits.  However,  with  Congress  on  the  verge  of  de- 
manding almost  $2  billion  from  Postal  Service,  the  possibility  of  further  job  cuts  re- 
mains very  real.  Considering  the  fact  that  half  that  amount  would  result  from  a  pro- 
posal Congress  ridiculed  only  a  year  ago  when  then  President  George  Bush  submit- 
ted it,  their  disillusionment  remains  high,  and  their  anger  is  now  directed  at  Capitol 
Hill  as  much  as  at  L'Enfant  Plaza. 

Question  3.  Do  you  believe  that  the  stress  level  of  postal  employees  has  increased 
or  decreased  since  the  Royal  Oak  shooting  in  November  14,  1991? 

Answer.  Because  of  the  enormous  size  and  complexity  of  the  Postal  Service  it  is 
difficult,  and  perhaps  misleading,  to  suggest  that  the  work  place  climate  of  the  Post- 
al Service  can  be  given  a  single  description.  Without  question  some  areas  of  the 
country  never  saw  the  type  of  labor/management  strain  that  existed  in  Royal  Oak 
in  1991.  In  some  parts  of  the  country  the  stress  was  even  greater  than  in  Royal 
Oak.  Many  facility  managers  since  the  Royal  Oak  shootings  have  worked  hard  to 
improve  labor/management  relations  in  an  attempt  to  avoid  this  type  of  tragedy. 
Some  problem  areas  that  existed  in  1991  remain  uncorrected. 

Perhaps  the  most  encouraging  recent  news  is  that  several  district  and  area  man- 
agers are  emulating  at  the  local  level  the  type  of  leadership  meeting  Postmaster 
General  Marvin  Runyon  established  with  the  national  presidents  of  the  employees 
organizations.  While  I  find  the  Washington  meetings  to  be  an  effective  means  of  ad- 
dressing problems  that  I  must  deal  with,  the  meetings  are  more  valuable  as  a  sym- 
bol to  field  managers  who  now  believe  this  postmaster  general  is  serious  about  hav- 
ing employee  organization  representatives  and  senior  managers  discuss  work  place 
problems.  The  Postal  Service's  work  place  culture  will  not  change  until  such  meet- 
ings at  every  level  in  the  organization  become  routine. 

Question  4.  It  has  been  reported  that  postmasters  have  been  overlooked  for  pro- 
motion so  that  employees  "affected"  by  restructuring  could  be  placed.  Has  the  Postal 
Service  admitted  that  this  is  their  policy  and  what  is  the  justification? 

Answer.  It  has  been  the  open  policy  of  the  Postal  Service  during  the  Runyon  reor- 
ganization to  give  priority  consideration  to  affected  employees,  meaning  those  whose 
positions  were  eliminated — not  because  of  their  work  performance  but  because  of 
the  plan  to  downsize  the  organization.  Postmasters  were  excluded  from  this  pro- 
gram, but  first-line  and  middle  managers  were  affected,  with  nearly  thirty  percent 
of  them  faced  with  finding  new  positions.  To  say  that  postmasters  were  "overlooked" 
would.  I  believe,  be  incorrect.  It  is  NAPS'  position  that  postmasters  were  treated  as 
a  unique  category  of  employees  not  subject  to  the  emotional  stress  of  having  their 
positions  eliminated  or  of  having  to  find  new  positions,  possibly  in  another  func- 
tional area  and/or  another  geographic  area  of  the  country.  It  should  also  be  pointed 
out  publicly  that  at  the  beginning  of  the  reorganization  postmasters  were  informed 
that  vacancies  among  their  ranks,  created  when  a  postmaster  accepted  the  early  out 
incentive,  would  be  filled  by  supervisors  whose  positions  has  been  abolished. 

Question  5.  You  have  expressed  your  support  for  the  Postal  Service  plan  on  reve- 
nue forgone.  Are  you  willing  to  compromise  and  support  an  alternative  somewhat 
less  destructive  to  the  organizations  who  qualify  for  preferred  rates? 

Answer.  While  we  think  it  excessive  to  suggest  that  the  Postal  Service's  plan 
would  be  "destructive"  to  nonprofit  organizations,  we  are  quite  willing  to  com- 
promise on  a  solution  to  the  revenue  forgone  situation.  Our  primary  concern  has 
been  and  remains  giving  the  Postal  Service  an  honest  indication  of  the  funds  Con- 
gress will  provide  nonprofit  mailers  and  allowing  the  Postal  Service  to  set  nonprofit 
rates  to  cover  the  additional  cost  of  delivering  this  mail.  As  a  secondary  consider- 


224 

ation,  it  would  be  our  hope  that  such  a  plan  would  not  have  a  devastating  effect 
on  mail  volume,  the  loss  of  which  will  eventually  translate  into  a  loss  of  jobs  for 
postal  employees  and  managers. 

Mr.  Sawyer.  Thank  you  all.  Your  testimony  is  compelling.  Let 
me  just  ask  you  to  comment,  if  you  would,  each  of  you  in  turn,  on 
your  sense  of  the  restructuring  itself.  It  has  been  a  difficult — per- 
haps necessary,  but  nonetheless  painful  process  for  a  large  number 
of  people.  Would  you  say  that  it  has  been  divisive  in  and  of  itself? 
What  effect  has  it  had  on  morale  and  how  best  can  concerns  of 
those  kinds  be  addressed  into  the  future? 

Mr.  Miller? 

Mr.  Miller.  My  testimony  states  that  we  feel  that  the  cuts  re- 
main too  deep  and  without  properly  evaluating  each  office.  I  have 
literally  hundreds  of  letters  because  of  the  divided  responsibility 
now  from  customer  services  and  from  mail  processing  where  these 
duties  were  taken  away  from  postmasters,  but  in  the  process  they 
were  stripped  of  supervisors.  They  were  left  with  the  technological 
challenges  of  trying  to  keep  up  with  the  many  changes  in  the  Post- 
al Service,  but  they  now  no  longer  have  the  luxury  of  those  super- 
visors. That  was  an  error. 

I  had  a  conference  with  Sam  Green  last  Friday  and  pointed  out 
some  of  these;  and  Sam  Green  agreed  that  the  Postal  Service  head- 
quarters moved  too  quickly  and  without  properly  evaluating  that. 
He  has  promised  they  will  revisit  those  offices  on  an  individual 
basis. 

That  is  going  to  help  two  things:  That  will  help  our  financial  ac- 
countability responsibility,  and  it  is  also  going  to  help  with  the  su- 
pervisory situation  and  the  stress  that  would  have  been  placed  on 
those  postmasters  and  the  supervisors  themselves. 

Mr.  Olvera.  I  believe  the  restructuring,  the  speed  that  it  started 
out  at — it  was  entirely  too  fast.  There  was  not  proper  time  for  some 
proper  planning,  some  in-depth  looks  at  staffing  and  other  issues, 
the  placement  procedures;  all  of  these  were — we  went  into  them  so 
fast  that  it  created  turmoil,  created  a  lot  of  uncertainty  in  the  field. 
No  one  knew  what  the  next  change  was  or  whose  job  was  going  to 
be  lost  or  how  they  were  going  to  fill  them.  There  were  so  many 
questions  in  the  field  by  all  levels  of  management,  that  got  to  the 
core  of  the  organization. 

Once  it  started  to  slow  down  and  started  to  look  at  some  of  the 
things  twice,  it  was  greatly  improved.  Now  the  presidents  of  not 
only  the  unions  but  management  organizations  are  part  of  the 
weekly  meeting  that  Mr.  Runyon  has  with  his  staff,  and  all  of  his 
vice  presidents. 

I  would  venture  to  say  that  a  year  from  now,  if  we  were  to  have 
similar  circumstances  happen,  that  the  input  of  the  presidents 
would  greatly  influence  the  direction;  and  I  am  sure  it  would  be  a 
much  better  reorganization  effort. 

Mr.  Palladino.  And,  of  course,  the  negatives  that  we  still  have 
are  the  untrained  people  in  the  positions  that  we  have,  and  of 
course,  the  people  that  are  in  a  frozen  rate  position.  Once  we  solve 
that  problem — hopefully,  we  can  get  to  a  resolve  on  that — we  will 
move  forward. 

Morale  was  beginning  to  pick  up,  except  in  certain  areas  where 
the  placement  hasn't  been  completed  yet;  and  then  they  read  the 
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budget  proposal  and  the  $2  billion  hit  put  us  back  on  the  nerve  re- 
action again. 

Mr.  Sawyer.  This  committee  is  fully  appreciative  of  the  con- 
sequences of  those  budget  proposals  and  share  your  concern. 

One  of  the  additional  concerns  is  that  while  there  may  be  some 
savings  involved  in  the  restructuring  that,  because  of  incomplete- 
ness or  other  reasons,  there  is  a  growing  reliance  on  overtime  that, 
in  fact,  can  eat  up  a  sizable  fraction  of  whatever  savings  may  have 
been  realized. 

Can  you  comment  from  your  point  of  view  on  the  degree  to  which 
that  may  or  may  not  be  true? 

Mr.  Miller.  Mr.  Chairman,  I  am  on  a  task  force  and  as  Mr. 
Palladino  and  Mr.  Olvera  stated,  we  are  on  an  active  participation 
basis  once  a  week  with  senior  management  at  Postal  Service  head- 
quarters. There  is  a  big  ticket  item  that  three  of  the  reasons  we 
made  it  through  last  Christmas  and  beyond  was  the  fact  that  we 
had  almost  unlimited  overtime,  a  privilege  we  didn't  have  before; 
we  had  the  hard-core,  dedicated  employees;  and  the  other  factor 
was  that  everybody  was  at  work.  Nobody  was  on  annual  leave. 

The  problem  was  presented  to  headquarters  that  we  are  in 
prime-time  vacation,  we  have  outdated  hiring  registers.  Those 
still — there  are  usually  people  that  no  one  really  wanted  to  hire. 
In  order  to  have  a  highly  qualified  core  of  applicants,  we  need  to 
start  testing. 

All  the  leaders  at  this  table  assure  you  that  we  support  the  Post- 
al Inspection  Service's  process  of  screening  employees  to  prevent 
the  kind  of  employee  coming  on  that  could  be  a  tragedy  further  on 
down  the  line.  That  is  something  Postal  Service  is  aware  of. 

They  are  involving  us  now  in  a  true  participatory  manner,  and 
I  believe  it  will  make  a  big  difference  when  you  have  the  people 
that  know  what  is  going  on  in  the  field  to  provide  that  kind  of 
input  to  headquarters.  They  haven't  had  it  before,  or  at  least 
haven't  paid  attention  to  it. 

Mr.  Palladino.  I  don't  think  anybody  knows  how  that  is  going 
to  come  out.  This  is  the  first  time  that  anybody  in  the  Postal  Serv- 
ice has  said  that  we  are  going  to  provide  customer  service  first  and 
budget  is  going  to  be  second.  We  are  going  to  make  it  work  with 
whatever  people  we  have  left,  and  nobody  knows  how  that  is  going 
to  come  out  in  the  end. 

We  are  looking  at  that.  We  are  on  a  task  force  to  find  out  wheth- 
er or  not  we  can  reduce  the  overtime  and  still  provide  the  service 
level  that  we  have. 

Mr.  Olvera.  Obviously,  there  will  have  to  be  some  hiring  done 
and  there  is  hiring  being  done  in  some  districts  already.  Like  Jim 
mentioned,  the  problem  is  outdated  registers  that — another  simple 
thing  that  was  forgotten  in  the  planning,  what  about  if  we  lose 
more  than  we  need?  Do  we  have  plans  set  in  motion  to  accelerate 
hiring?  Again,  they  are  looking  at  possibly  a  system  to  accelerate 
some  hiring. 

Mr.  Sawyer.  Thank  you. 

Mr.  McCloskey. 

Mr.  McCLOSKEY.  Thank  you,  Mr.  Chairman;  and  good  friends, 
thank  you  for  your  testimony. 
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Focusing  on  Mr.  Olvera  and  Mr.  Miller,  obviously,  you  are  dra- 
matically disappointed  by  the  way  Marvin  Runyon  handled  the  re- 
structuring. There  has  been  a  lawsuit  filed.  What  does  this  mean 
for  the  future  as  far  as  your  professional  and  personal  relationships 
with  Mr.  Runyon  and  top  staff?  Is  there  a  conciliatory  or  an  im- 
proving communications  process  going  on  now? 

Mr.  Olvera.  There  definitely  is.  I  feel  that  postmasters  were 
definitely  wronged  in  not  being  able  to  bid  on  these  offices  that 
were  open,  along  with  the  affected  employees,  along  with  any  other 
employee  that  needed  placement.  The  problem  was  time,  as  we 
were  told,  that  it  would  take  too  much  time.  I  think,  in  retrospect, 
they  realized  that  possibly  it  could  have  been  worked  out  better 
and  been  less  time  consuming  than  what  we  have  gone  through. 

Mr.  Miller.  The  legal  action  was  something  that  we  felt  com- 
pelled to  do,  not  only  because  of  the  placement  policies,  because 
postmasters  had  traditionally  prepared  themselves  as  well  as  craft 
employees.  Craft  employees  were  looking  also  at  upward  mobility 
and  had  trained  and  prepared  themselves.  That  privilege  was 
taken  away  from  them  by  a  stroke  of  a  pen.  The  entire  placement 
policy  replaced  the  promotional  policies.  The  employees  and  post- 
masters were  devastated. 

The  second  part  of  that  legal  action  is  a  sad  fact.  Shirlene 
Fitzner,  our  national  editor,  is  with  me.  She  attended  our  first  con- 
sultation at  Postal  Service  headquarters.  She  had  never  been  ex- 
posed to  that  kind  of  treatment  as  a  postmaster  from  headquarters 
personnel.  She  was  dismayed,  disillusioned  and  disgusted,  to  use 
her  words,  because  there  was  no  trust,  no  dignity,  and  certainly  no 
respect  shown  postmasters. 

We  stated  early  on  that  any  kind  of  treatment  for  postmasters, 
supervisors,  craft  employees  will  have  to  start  at  headquarters.  If 
it  doesn't  start  there  it  is  not  going  to  happen. 

I  believe  efforts  have  been  made  in  that  direction  by  inviting  the 
presidents  in  to  get  their  input.  They  have  succeeded  in  at  least 
one  goal  of  mine.  The  last  consultative  process  that  we  had  was  the 
best  I  have  attended  in  10  years,  conducted  businesslike;  there 
were  no  snide  jokes  or  suggestions,  and  postmasters  were  not  made 
the  butt  of  jokes.  I  think  the  message  is  getting  through  at  head- 
quarters. Now  we  only  have  85  districts  and  10  areas  to  work  our 
way  through,  and  we  will  succeed. 

Mr.  McCloskey.  This  litigation  is  still  pending? 

Mr.  Miller.  Yes,  it  is. 

Mr.  McCloskey.  It  has  to  be  a  legal  obligation  they  had  to  you 
to,  in  essence,  post  and  allow  the  bidding.  What  is  your  authority 
for  that,  and  their  stated  justification  to  you? 

Mr.  Miller.  My  authority  for 

Mr.  McCloskey.  What  was  the  authority  they  cite  to  do  that; 
and  was  this  basically  a  violation  of  unstated  personnel  policy,  or 
did  you  have  actual  written  legal  rights  to  this  posting  and  bid- 
ding? 

Mr.  Miller.  Two  parts.  On  one  part,  the  fact  that  the  post- 
masters and  craft  employees  were  denied  opportunity  for  pro- 
motional policies,  the  promotional  handbook,  whatever,  policies  to 
move  forward.  With  the  placement  policies  and  the  great  speed 
that  didn't  happen. 
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The  second  part  was,  again  we  had  no  participation  in  that  and 
the — I  am  sure  that  had  we  been  offered,  we  could  have  provided 
some  better  alternatives. 

Mr.  McCloskey.  How  do  you  feel  about  the  efficacy  of  that  legal 
suit  now  and  its  likely  result? 

Mr.  Miller.  The  injunction  was  to  halt  placing  unqualified  peo- 
ple into  positions  of  responsibility.  It  is  a  complex  type  of  an  action 
because  people  were  being  slotted  in  who  were  totally  untrained. 
There  is  not  a  training  process  in  place,  and  some  of  these  people — 
and  I  have  conferred  with  people  at  Postal  Service  headquarters  on 
this.  Even  as  we  speak,  we  have  Postmasters,  retired,  who  are 
going  illegally-qualified  personnel  on  the  workroom  floor  that  are 
going  in  to  help  new  postmasters  who  will  get  in  trouble  without 
their  expertise. 

Third,  the  participation — the  Postal  Service  headquarters  is  not 
the  United  States  Postal  Service.  That  is  the  people  who  move  the 
mail.  The  guidance  that  comes  from  Postal  Service  headquarters 
was  secluded.  The  ivory  tower  term  has  been  used  before;  they 
were  not  taking  the  good  advice  that  was  coming  from  the  craft 
unions  and  from  the  management  organizations. 

I  feel  that  when  that  case  is  heard  that  the  successes  we  have 
enjoyed  in  the  past  few  weeks  of  conferring  together  will  have  prov- 
en the  validity  of  that  case,  and  it  will  be  registered  that  we  are 
entitled  to  participate,  not  only  because  it  is  good  for  us,  but  it  is 
good  for  the  United  States  of  America. 

Mr.  McCLOSKEY.  I  understand  there  may  be  a  hundred  or  more 
people,  Mr.  Palladino,  that  have  had  their  jurisdictions  phased  out; 
but  they  are  going  to  have  a  real  problem,  given  their  particular 
duties,  going  anywhere  else  in  the  Postal  Service  without  addi- 
tional training  or  innovative  remedies,  to  say  the  least. 

Can  you  comment  on  that — the  custodial  supervisors? 

Mr.  Palladino.  They  are  being  offered  the  chance  to  go  back  to 
craft  positions.  We  are  going  to  request  that  the  Postal  Service  take 
as  many  as  they  can  and  train  them  in  either  the  maintenance 
craft  or  in  the  processing  and  distribution  craft.  We  are  going  to 
make  that  proposal.  Hopefully,  they  will  take  as  many  as  they  can 
and  work  them  into  it. 

Mr.  McCloskey.  You  are  feeling  optimistic? 

Mr.  Palladino.  I  think  I  have  to  feel  optimistic.  I  am  going  to 
have  problems  in  the  New  York  area  and  other  areas  where  super- 
visors are  going  to  have  to  fit  in  somewhere  or  move. 

I  am  working  with  the  Post  Office  to  provide  nationwide  postings 
to  give  them  opportunities  to  get  out  of  the  New  York  metropolitan 
area,  which  is  the  heaviest,  and  the  L.A.  Basin  and  other  areas. 

I  see  Congressman  Young  here.  We  also  have  a  problem  in  Alas- 
ka, where  we  are  asking  them  to  not  move  anybody,  just — we  are 
asking  for  a  special  meeting  on  Alaska;  not  to  move  anybody,  to  go 
by  attrition  in  that  State. 

So  we  are  working  with  the  Postal  Service.  Hopefully,  it  will  all 
come  out  well. 

Mr.  McCloskey.  Thank  you. 

Mr.  Sawyer.  In  the  course  of  the  work  of  this  panel,  we  were 
joined  by  Mr.  Wynn  and  Mr.  Young.  Mr.  Wynn  has  been  here.  Let 
me  turn  to  him. 
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Mr.  Wynn.  Thank  you,  Mr.  Chairman. 

I  don't  know  whether  this  was  covered,  Mr.  Miller,  but  I  wanted 
to  raise  a  couple  of  quick  points.  With  respect  to  the  training  cen- 
ters, created  as  a  result  of  this  restructuring,  I  have  gotten  several 
complaints  that  people  who  were  separated  or  laid  off  and  then 
sent  to  the  training  centers  watched  while  vacancies  were  created 
through  retirement  and  management  level  positions  were  filled  by 
the  people;  and  they  don't  feel  they  were  given  an  opportunity  to 
compete  for  those  positions,  and  that  they  have  not  had  very  good 
experience  with  respect  to  the  training  centers.  I  would  like  you  to 
comment  on  that  particular  issue  as  well  as  on  your  overall 
thoughts  on  the  efficacy  of  the  training  centers. 

Mr.  MILLER.  Again  the  swiftness  of  the  changes,  we  had  500 
Level- 18-and-above  postmasters  scheduled  for  training  in  Potomac 
when  it  was  cancelled.  We  had  500  more  waiting  in  the  wings. 
That  places  1,000  untrained  postmasters  out  there  who  badly  need- 
ed that  training.  There  should  have  been  a  better  way. 

The  people  that  you  refer  to  and  the  others,  I  believe,  will  cor- 
roborate this  statement.  Once  the  restructuring  was  placed  into  ef- 
fect, it  was  not  best  qualified,  it  was  how  many  of  my  friends  and 
relatives  can  I  place?  I  have  no  doubt  that  you  received  complaints 
about  highly  qualified  people  who  were  denied  access  to  those  jobs. 
We  have  used  the  term  at  Postal  Service  headquarters  of  "crony- 
ism," and  it  was  rampant  during  that  restructuring.  People  were 
moved  from  one  part  of  the  country  to  another.  It  was  almost  a 
feeding  frenzy. 

The  training  is  going  to  be  localized  and  sent  to  the  areas  to  be 
established.  It  is  still  not  in  place.  They  are  working  on  it. 

I  will  reinforce  what  I  said  about  some  postmasters,  retired,  be- 
cause of  love  of  the  Postal  Service,  they  have  gone  into  post  offices 
to  help  untrained  postmasters.  They  are  filling  a  void.  That  has 
also  been  suggested  at  Postal  Service  headquarters  that  these  peo- 
ple can  be  hired  on  a  consultant  basis  to  provide  that  training  on 
an  interim  basis  until  formal  training  can  be  established. 

Does  that  answer  your  question? 

Mr.  Wynn.  You  focused  in  on  the  concern  I  received. 

In  light  of  your  statement  that  "cronyism"  is  in  fact  rampant, 
what  actions  are  being  taken  to  correct  this?  Have  there  been  any 
prosecutions,  any  sanctions  of  any  type  against  this  upper-level 
management  that  is  presumably  participating  in  this  cronyism? 

Mr.  PALLADINO.  I  think  what  you  are  speaking  of  are  the — more 
in  line  with  the  transition  centers  where  people  at  the  head- 
quarters were  sent  to  these  centers  when  their  positions  were  abol- 
ished. In  our  agreement  with  the  Postal  Service,  we  stipulated  that 
none  of  the  field  personnel,  none  of  the  people  that  we  represent, 
would  be  placed  in  these  transition  centers.  And  the  people  that 
were  placed  in  the  transition  centers,  which  we  don't  represent, 
were  regional  and  headquarters  people. 

And  the  fact  is  true,  even  with  our  own  people,  even  though  they 
didn't  go  to  a  transition  center,  a  lot  of  people  were  not  selected. 
The  selections  were  made  with  a  lot  of  different  things  in  mind,  di- 
versity included;  and  some  people  were  just  left  in  those  transition 
centers.  That  is  very  true. 
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The  only  avenue  that  we  have  is  to  make  some  complaints  to  the 
Postal  Service.  But  the  only  real  avenue  that  most  people  have  is, 
unfortunately,  the  EEO,  Equal  Employment  Opportunity.  That  is 
the  only  time  they  get  a  real  hearing. 

Mr.  Wynn.  Which  is  unfortunate  because  I  don't  know  if  these 
cases  are  really  suitable  for  EEO. 

Mr.  Miller,  did  you  want  to  comment  on  the  question  of  what  is 
being  done  to  combat  cronyism? 

Mr.  Miller.  There  have  been  side  ramifications  of  the  legal  ac- 
tion that  we  filed.  We  did  that  with  considerable  apprehension  be- 
cause you  don't  willingly  sue  your  employer  unless  you  are  against 
a  stone  wall.  But  when  we  filed  that  action,  what  we  saw  was  a 
slowdown  of  some  replacements  and  that  postmasters  and  some 
qualified  people  were  also  starting  to  be  considered,  particularly  for 
key  positions.  That  was  one  of  the  side  effects. 

Now,  I  don't  know  what  will  happen  in  the  court  case.  That  is 
simply  up  to  the  judge  who  will  hear  it.  There  may  be  some 
changes  there.  But  in  cases  where  it  was  an  obvious  misuse  of  the 
new  promotional  policies,  there  may  be  some  ramifications  there. 
I  don't  know. 

As  Mr.  Palladino  said,  EEO  is  one  avenue.  There  have  been  sev- 
eral of  those  cases  filed. 

I  would  suggest  that  at  least  the  situations  that  have  occurred 
will  have  a  hearing,  and  that  will  be  good  for  everybody. 

Mr.  Wynn.  One  final  question.  Apparently  there  was  some  study 
or  investigation  done  of  service  levels  around  the  holiday  season, 
which  kind  of  distorts  the  picture  of  your  normal  delivery.  Now 
that  we  are  beyond  the  traditional  holiday  season,  has  there  been 
any  study  of — examination  of  delivery  standards  and  whether  there 
has  been  a  deterioration  or  improvement  in  service  as  a  result  of 
the  reorganization? 

Mr.  Miller.  There  are  places,  problem  spots.  The  Postal  Service 
has  a  pretty  good  measurement  system  going  now,  external  and  in- 
ternal. They  are  using  those  primarily  as  the  barometers  of  how 
well  we  are  doing  in  those  areas  where  we  are  severely 
understaffed  and  postmasters  have  not  been  given  the  privilege  of 
hiring  career  people,  that  they  have  a  steady  stream  of  transitional 
or  temporary,  casual  employees  coming  through.  Service  standards 
there  are  not  as  high  as  they  should  be. 

I  had  reports  yesterday  from  areas  in  Texas  that  have,  customar- 
ily, severe  delays  of  mail  coming  out  of  mail  processing  centers.  I 
am  going  to  address  that  this  afternoon. 

Mr.  WYNN.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

Mr.  Clay.  Thank  you,  Mr.  Wynn. 

Mr.  Young? 

Mr.  YOUNG.  Mr.  Chairman,  thank  you.  I  have  my  opening  state- 
ment to  be  submitted. 

Mr.  Clay.  Without  objection. 

[The  prepared  statement  of  Hon.  Don  Young  follows:! 
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Prepared  Statement  of  Hon.  Don  Young,  a  Representative  in  Congress  From  the 

State  of  Alaska 

I  would  like  to  commend  the  Chairman,  Mr.  Clay,  and  the 
Ranking  Minority  Member,  Mr.  Myers,  on  scheduling  this  third 
oversight  hearing  to  address  the  U.S.  Postal  Service  and  the 
views  of  the  various  employee  organizations.   As  a  member  of  this 
Committee,  I  feel  is  it  imperative  that  we  exercise  our  oversight 
authority  of  the  U.S.  Postal  Service. 

I  believe  at  no  time  since  I've  been  in  Congress  has  the 
Postal  Service  faced  as  many  challenges  as  it  does  today,  with 
it's  recent  restructuring,  revenue  forgone,  and  retirement 
liabilities.    The  USPS  cannot  handle  further  down-sizing  without 
the  need  to  close  post  offices,  reduce  services,  raise  rates,  or 
force  another  restructuring  that  would  almost  doom  the  Postal 
Service.   This  government  agency  is  entering  a  critical  stage  of 
its  operation. 

It  was  interesting  to  review  the  advance  testimony  by  the 
unions  today.   The  one  item  that  stuck  in  my  mind,  was  we  are  in 
general  agreement  concerning  the  USPS.   I  must  admit  on  the  broad 
specter,  it  would  appear  that  restructuring  has  been  a  success 
and  I  commend  Mr.  Runyon.   I  personally  have  some  reservation 
concerning  its  negative  affects  on  my  home  state  of  Alaska.   I 
would  be  interested  in  hearing  your  ideas  of  how  to  handle  the 
outstanding  problems.    But,  I  am  pleased  to  hear  your  overall 
support  for  the  restructuring  effort. 

The  two  toughest  issues  facing  this  Committee  is  revenue 
forgone  and  unfunded  liabilities.   I  am  opposed  to  the  current 
Administration's  proposed  reduction  of  the  revenue  forgone 
appropriation.   It  has  come  time  to  pay  as  you  go.   The  first 
steps  need  to  be  made  to  reform  the  eligibility  for  non-profits, 
and  possible  slightly  raise  the  rates  on  third  class  mailers. 
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The  USPS  has  formulated  a  proposal  that  should  lay  the  ground 
work  for  discussion  and  compromise  between  the  non-profit, 
mailers  and  the  unions. 

I  am  dismayed  at  the  actions  of  the  past  Congress  and  their 
efforts  concerning  revenue  forgone.   The  past  two  years  have 
produced  less  then  full  funding  with  accompanying  language  that 
prevents  the  USPS  from  recouping  their  loses.   This  forces  the 
Postal  Service  to  seek  a  rate  increase  in  the  near  future.   This 
amounts  to  nothing  more  than  a  "stamp  tax"  paid  for  by  the 
American  people.   The  citizens  already  are  being  asked  to  give 
more,  in  the  form  of  tax  increases,  BTU  tax,  and  cuts  to  federal 
employees  and  retirees.   Hopefully,  working  together  we  can  solve 
this  problem,  this  Congress  and  hopefully,  this  session.   I  look 
forward  to  hearing  your  views  on  the  matter. 

I  also,  have  grave  concern  over  the  President  Clinton's 
plan  to  have  the  Postal  Service  pay  the  US  Treasury  over  a 
billion  dollars  in  the  next  few  years  associated  with  retirement 
benefits  of  former  employees.   The  Postal  Service  has  already  met 
its  obligation  and  is  currently  paying  those  retirement  costs. 
It  is  outrageous  that  the  US  government  turns  around  and  charges 
"interest"  on  those  cost,  when  it  was  not  in  the  original 
agreement.   When  the  USPS  went  to  off-budget  status,  an  agreement 
was  made  with  the  Postal  Service,  and  it  is  time  we  kept  our  part 
of  the  agreement.   In  this  time  of  "sacrifice"  and 
"contributions",   we  do  not  need  another  rate  increase.   It  is 
clearly  a  game  of  smoke  and  mirrors  by  this  new  Administration. 

In  conclusion,  I  would  like  to  thank  the  witnesses  today  for 
their  time  and  in-depth  testimony.   I  look  forward  to  developing 
a  strong  working  relationship  with  the  different  unions 
represented  today,  concerning  these  important  matters,  especially 
revenue  forgone  and  unfunded  liabilities.   I  would  encourage  the 
witnesses  today  to  keep  the  members  of  this  committee  and  the 
individual  members  of  Congress  informed  of  the  progress  of  these 
issues! 

Thank  You,  Mr.  Chairman. 
DY/cwt 
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Mr.  Young.  Vincent,  I  didn't  quite  understand.  You  are  going  to 
meet  with  whom  on  the  Alaskan  moving  of  individuals? 

Mr.  Palladino.  We  requested  to  meet  with  the  employee  rela- 
tions people  at  headquarters. 

Mr.  Young.  I  think  you  know  that  we — what  goes  on  in  Alaska 
concerning  the  Postal  Service  is  crucial,  up  there  especially. 

Mr.  Palladino.  Right. 

Mr.  Young.  I  will  say  we  have  a  lot  of  anguish  right  in  the  be- 
ginning, terrible  concern.  It  has  quieted  down  somewhat,  I  think 
the  morale  has  come  back  up.  When  the  proposal  came  in,  it  was 
a  terrible  shock.  We  did  lose  our  regional  postmaster.  And  now  we 
get  our  directions  out  of  Denver,  which  we  are  not  happy  with  as 
you  are  well  aware. 

I  did  have  about  three  or  four  complaints  where  I  don't  quite  un- 
derstand this,  where  qualified  postmasters  or  mistresses  were  able 
to,  instead  of  going  this  way,  they  weren't  allowed  to  and  someone 
came  in  that  was  not  as  well-qualified  and  got  put  in  a  couple  slots 
that  opened.  There  were  some  very  hard  feelings  there.  But  overall 
it  seems  to  be  coming  along  pretty  well. 

I  don't  have  any  real  questions.  I  just  was  very  interested  in 
what  was  being  said  here  today  and  if  I  leave  early,  don't  feel  bad, 
I  was  late.  I  have  got  three  different  meetings  I  am  going  to  like 
everybody  else. 

Thank  you,  Mr.  Chairman. 

Mr.  Clay.  Thank  you  very  much.  It  is  a  problem  when  you  are 
expected  to  be  in  three  places  at  once.  It  is  like  trying  to  cover  an 
entire  state  the  size  of  Alaska  with  limited  postal  personnel. 

Mr.  Young.  Mr.  Chairman,  you  opened  a  comment.  One  of  the 
biggest  unfortunate  facts  in  a  case  like  Juneau,  which  is  the  capital 
of  the  state,  we  have  not  been  able  to  hire  for  a  long  period  of  time 
and  we  are  working  with  temps  and  it  has  caused  some  problems 
in  that  area. 

Some  of  the  other  areas,  it  is  more  stabilized,  and  I  think  that 
is  very  unfortunate  because  then  the  postmaster  and  people  work- 
ing for  the  post  office  get  blamed,  but  when  they  can't  hire  some- 
body that  is  a  professional,  the  service  is  going  to  be  hurt.  Thank 
you. 

Mr.  CLAY.  I  have  one  more  question  I  would  like  to  ask  and  I 
am  not  sure  that  you  can  answer  it.  But  the  Postmaster  General 
has  suggested  that  the  $2  million  shortfall  could  in  fact  require  as 
much  as  a  six  cent  increase  in  a  first  class  stamp.  Let  me  just  wan- 
der through  the  arithmetic  of  that  for  a  second. 

If  I  am  correct,  that  a  one  cent  increase  yields  about  $850  million 
in  revenue,  and  if  the  corresponding  increases  in  other  classes  of 
postage  were  raised,  we  would  get  about  1.2  billion  for  each  cent 
of  increase  in  first  class  rate.  If  that  is  the  case,  it  seems  to  me 
that  it  would — that  the  $2  million  shortfall,  not  that  anybody 
wants  to  see  any  increase  of  any  kind,  would  really  be  a  little  over 
a  cent  and  a  half,  1.6  and  a  fraction. 

Do  you  have  any  sense  of  where  the  six-cent  increase  that  the 
Postmaster  General  is  talking  about  came  from? 

Mr.  Olvera.  Well,  I  feel  that  if  you  look  back  at  especially  the 
last  two  rate  increases  that  we  have  had,  we  have  lost  a  tremen- 
dous amount  of  volume  during  this  period  of  time.  And  when  you 


233 

have  your  fixed  cost  set,  you  are  going  to  lose  some  additional  mil- 
lions during  this  period  of  time. 

Worse  yet,  with  our  competitors,  every  time  we  raise  rates,  we 
lose  some  business  to  alternate  delivery  services.  And  this  is  busi- 
ness that  we  will  never  get  back.  So  probably  we  would  never  get 
back  the  volume,  eventually  we  would  just  from  new  growth. 

Mr.  Clay.  So  it  is  kind  of  an  econometric  projection  rather  than 
a  straight  line  projection? 

Mr.  Olvera.  Yes. 

Mr.  MILLER.  Two  other  factors,  when  the  restructuring  started, 
all  training  was  eliminated  and  we  have  never  picked  up  on  that. 
That  education  represented  an  opportunity  that  has  never  been 
caught  up.  When  we  start  to  catch  up  on  that,  that  is  going  to  be 
one  expenditure  that  is  probably  factored  in. 

The  other  is  because  of  the  many  complaints  about  the  St.  Louis 
purchase  and  the  Queens,  New  York  purchase  for  property  that 
was  totally  unsuitable  for  the  Postal  Service  or  it  was  vastly  over- 
priced, all  building,  all  renovation  has  stopped.  We  still  have  city 
letter  carriers  who  are  casing  on  back  docks,  outdoors  in  temporary 
sheds. 

When  that  starts  again,  it  is  going  to  be  a  horrendous  expense. 
And  it  should  start  again  because  those  buildings  and  renovation 
projects  were  approved  prior  to  Marvin  Runyan  coming  on  board. 
So  those  are  two  items  on  hold.  They  are  sitting  back  there,  the 
expenses  are  still  mounting,  the  property  is  going  up  in  price. 

We  have  lost  some  of  the  leases  that  we  had  and  so  factored  in, 
as  Armando  says,  with  the  projected  loss  to  volume.  But  this  is  not 
intangible,  these  two  are  facts,  training  and  new  instructors  others 
use  or  renovations. 

Mr.  Young.  Mr.  Chairman,  I  hate  to  show  my  ignorance  here, 
but  if  we  are  going  to  have  a  $2  billion  shortfall,  how  much  of  a 
shortfall  are  we  going  to  have? 

Mr.  Clay.  Well,  that  is  the  case  that  is  being  made. 

Mr.  Young.  Okay.  And  secondly,  is  there  a  crank  into  this  pro- 
gram, there  is  a  comment  "A  losing  number  is  very  apparent."  This 
is  the  sad  part  about  it  is,  we  raise  our  prices,  our  volume  de- 
creases, our  income  decreases,  it  is  just  we  are  running  in  a  whirl- 
pool. But  every  administration  I  have  been  with  since  we  turned 
this  Post  Office  service  over  to  a  quasi  commission,  we  keep  spend- 
ing Post  Office  money. 

Mr.  Clay.  As  if  it  were  ours  to  spend. 

Mr.  Young.  Yes.  And  so  that  means  that  as  we — I  think  this  ad- 
ministration, last  administration  I  think  was  $2  billion  or  3,  and 
this  one  has  proposed  a  billion-dollar  tapping  of  that  well.  If  we 
don't  wake  up,  as  your  volume  decreases,  services  decreases,  we 
are  actually  killing  the  Postal  Service. 

Mr.  CLAY.  Well,  this  committee,  as  you  know,  has  long  been  on 
record  in  expressing  its  deep  concern  about  that  fact.  The  fact  is 
from  one  administration  to  another. 

Mr.  Young.  Somehow,  the  Congress  has  got  to  wake  up  to  what 
we  are  doing.  One  of  the  best  services  we  have  ever  had  we  are 
slowly  bleeding  to  death  because,  as  the  income  increases,  the  vol- 
ume decreases  and  we  are  caught  in  a  bad  situation.  Because  I 
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don't  care  what  you  do  or  what  the  commission  does  or  the  board, 
if  we  keep  draining  it,  you  will  lose  the  business. 

If  you  lose  the  business,  you  lose  your  employees;  you  lose  the 
employees,  you  lose  the  strength  and  pretty  soon  we  go  down  the 
tube.  We  have  got  to  get  the  Speaker  or  somebody  to  start  listening 
to  this. 

Mr.  Clay.  It  is  important  to  make  the  case  in  the  broad  terms 
in  which,  gentlemen,  you  are  making  it.  It  is  not  simply  a  arith- 
metic projection.  It  is  a  broader  projection  of  the  full  range  of  prob- 
lems that  you  have  cited  here  today. 

Thank  you  very  much  for  your  testimony  today.  It  was  thought- 
ful and  of  great  help. 

Mr.  OLVERA.  Thank  you. 

Mr.  Miller.  Thank  you  so  much. 

Mr.  Clay.  Our  second  panel  today  is  comprised  of  Scottie  Hicks, 
Vice  President  of  the  National  Rural  Letter  Carriers'  Association 
and  James  McGee,  President  of  the  National  Alliance  of  Federal 
and  Postal  Employees. 

Gentlemen,  thank  you  for  being  here.  If  when  you  begin  your  tes- 
timony, you  would  identify  your  colleagues  at  the  table  for  pur- 
poses of  the  record,  it  would  be  helpful. 

Let  me  just  mention  that  we  are  expecting  a  journal  vote  at 
noon.  We  seem  to  be  moving  along  fairly  well  and  if  we  can  keep 
that  up,  we  may  in  fact  be  able  to  beat  the  alarm. 

Thank  you  for  being  here.  Mr.  Hicks? 

STATEMENTS  OF  SCOTTIE  HICKS,  VICE  PRESIDENT  NATIONAL 
RURAL  LETTER  CARRIERS'  ASSOCIATION,  ACCOMPANIED  BY 
KEN  PARMELEE,  VICE  PRESD3ENT  OF  GOVERNMENT  AF- 
FAIRS; AND  JAMES  McGEE,  PRESIDENT,  NATIONAL  ALLI- 
ANCE OF  FEDERAL  AND  POSTAL  EMPLOYEES,  ACCOM- 
PANIED BY  CHARLES  J.  DENSON,  JR.,  VICE  PRESIDENT 

Mr.  HlCKS.  Thank  you,  Mr.  Chairman,  members  of  the  commit- 
tee. I  have  with  me  on  my  right  Mr.  Ken  Parmelee,  our  Vice  Presi- 
dent of  Governmental  Affairs.  I  am  sure  all  of  you  are  aware  of  Mr. 
Parmelee's  stature  here  with  the  committee. 

My  name  is  Scottie  Hicks  and  I  am  the  Vice  President  of  the 
38,000  member  National  Rural  Letter  Carriers'  Association.  Rural 
letter  carriers  daily  drive  in  excess  of  2.6  million  miles  to  deliver 
the  mail  on  more  than  48,000  rural  routes  to  approximately  22  mil- 
lion American  families. 

I  commend  the  committee  for  holding  hearings  on  the  oversight 
of  the  Postal  Service  and  appreciate  the  opportunity  to  share  views 
of  the  NRLCA.  I  am  substituting  for  our  President  who  is  partici- 
pating in  a  joint  Postal  Service/NRLCA  employee  involvement  proc- 
ess in  the  western  area  of  the  United  States. 

This  is  a  year  of  change.  We  have  a  new  President,  administra- 
tion, and  a  new  Postmaster  General  who  has  reorganized  the  Post- 
al Service.  They  have  both  read  and  follow  the  book,  Reinventing 
Government,  as  all  of  you  are  aware.  The  book  states,  "democratic 
governments  exist  to  provide  service;  business  exists  to  make 
money."  The  confusion  of  these  simple  truths  is  the  basis  of  my 
opening  remarks. 
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For  too  long,  the  budget  has  been  the  top  priority  of  the  Postal 
Service  management.  Postmaster  General  Runyan  has  directly  said 
the  top  priority  of  all  of  us  through  our  postal  service  employees 
is  satisfying  our  customers.  The  second  goal  is  concern  about  em- 
ployees and  building  teamwork  within  the  organization.  The  third 
is  revenue  generation. 

We  complement  the  Postmaster  General  and  the  vice  presidents 
on  these  re-ordered  priorities.  Rural  carriers  are  proud  to  be  Postal 
Service  employees.  We  recently  were  at  the  top  of  the  chart  in  a 
survey  measuring  employee  satisfaction  in  the  Postal  Service.  We 
believe  that  quality  service  will  result  in  satisfied  customers. 

An  independent  study  indicates  that  the  Postal  Service  customer 
satisfaction  numbers  are  up  to  89  percent  or  2  percent  improve- 
ment over  the  same  period  last  year.  The  new  Postal  Service  man- 
agement is  flatter  and  leaner  and  more  managers  are  being  em- 
powered to  make  decisions. 

They  are  being  told  customer  satisfaction  and  employee  satisfac- 
tion prevail  over  budget.  Nevertheless,  not  all  managers  believe 
this  yet.  The  reorganization  split  customer  service  from  mail  proc- 
essing and  distribution.  However,  day-to-day  communication  be- 
tween these  two  areas  still  needs  improvement. 

Reinventing  ourselves  is  hard  work,  but  we  are  staying  at  it.  We 
continue  to  work  on  a  joint  endeavor  on  the  implementation  of  au- 
tomation in  the  workplace.  Although  this  process  has  its  moments 
of  frustration,  we  are  progressing  forward  together.  We  cannot  pro- 
vide service  and  satisfy  our  customers  if  Congress  and  the  new  ad- 
ministration keeps  diverting  our  revenues. 

This  year,  the  Postal  Service  has  been  asked  to  pay  $1  billion  ad- 
ditional for  an  error  in  arithmetic  in  the  1990  Omnibus  Budget 
Reconciliation  Act. 

Who  is  kidding  who?  The  recommendation  that  the  Postal  Serv- 
ice owed  "hidden  personnel  subsidies"  was  published  by  the  Con- 
gressional Budget  Office  in  the  early  1980s. 

It  took  6  months  to  negotiate  the  1990  OBRA  in  the  Budget 
Summit  at  Andrews  Air  Force  base.  It  simply  defies  credibility  to 
be  asked  to  believe  that  officials  from  OMB  took  six  months  to 
work  on  a  10-year-old  proposal  and  still  made  a  $1  billion  error. 

No.  The  truth  is  very  simple.  The  Postal  Service  is  a  convenient 
cash  cow.  This  must  stop  if  we  are  to  provide  good  service  at  stable 
rates. 

The  second  revenue  issue  is  a  public  policy  issue  directly  for  this 
committee.  That  is  the  Revenue  Foregone-Nonprofit  Mail  Appro- 
priation. Over  the  past  several  years  these  costs  to  the  Postal  Serv- 
ice have  not  been  fully  funded  by  Congress.  This  committee  needs 
to  address  this  issue  this  year.  We  recommend  you  reform  eligi- 
bility and  phase  down  the  subsidized  rates  and  settle  up  with  the 
Postal  Service. 

The  Postal  Service  has  put  forward  a  proposal  that  is  a  good  be- 
ginning point.  We  commend  them  for  that  effort.  Most  legislation 
is  based  upon  the  art  of  compromise  and  we  believe  this  committee 
will  find  a  workable  legislative  solution.  The  NRLCA  criteria  for 
the  best  solution  is  one  that  maintains  the  highest  volume  in  all 
classes  of  mail. 
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Rural  carriers  and  all  postal  employees  in  the  reinvented  Postal 
Service  must  concentrate  on  service  to  our  customers — not  exclu- 
sively on  controlling  costs.  So  Congress  must  rewrite  the  Revenue 
Foregone  law  and  leave  our  revenues  alone. 

The  Postal  Service  lacks  the  ability  to  have  flexibility  in  pricing 
of  services  that  are  truly  competitive.  An  effort  was  undertaken  be- 
tween the  Board  of  Governors  and  the  Postal  Rate  Commission  to 
find  areas  of  common  ground  toward  flexibility.  We  recommend 
that  this  committee  apply  pressure  to  insure  those  consultations 
continue  or  perhaps  determine  that  legislation  is  needed  to  grant 
the  Postal  Service  rate-making  flexibility  in  the  truly  competitive 
areas. 

The  NRLCA  has  a  particular  problem  that  requires  legislation. 
In  areas  of  the  country  where  the  economy  is  flourishing,  our  relief 
workers  are  often  difficult  to  recruit.  Conversely,  in  depressed 
areas  of  the  country,  people  stand  in  line  even  for  employment  as 
relief  workers. 

In  areas  where  the  Postal  Service  recruitment  fails,  we  have  peo- 
ple capable  of  filling  these  jobs,  our  retirees.  And  I  heard  the  dis- 
tinguished management  organization  discuss  that  issue  also.  But 
their  pension  is  offset  if  they  return  to  work  for  the  Postal  Service. 
They  know  the  job  and  often  may  be  willing  to  work  part  time. 

Our  request  is  for  a  special  provision  to  exempt  retirees  from  re- 
employment penalties  with  the  following  stipulations.  That  recruit- 
ment for  relief  workers  through  normal  means  was  attempted  to  no 
avail.  The  retirees  annuity  would  not  be  reduced  and  their  reem- 
ployment would  be  specified  in  law  to  be  part-time  and  for  a  lim- 
ited duration. 

In  conclusion,  I  would  like  to  address  a  prospective  issue  for  this 
committee.  The  First  Lady's  task  force  on  health  care  is  looking  at 
the  Federal  Employees'  Health  Benefits  Program.  It  is  our  belief 
that,  rather  than  improving  its  existing  health  care  coverage  by 
really  empowering  the  Office  of  Personnel  Management,  they  are 
considering  dismantling  the  program  for  a  negative  reason. 

Our  political  leaders  are  afraid  that  if  FEHBP  is  retained  for  the 
White  House  and  the  Congress,  the  public  would  be  angry.  Because 
once  again,  Congress  and  the  White  House  would  have  created  a 
program  for  everyone  except  themselves. 

The  NRLCA  has  an  answer.  Allow  the  FEHBP  to  continue,  em- 
power the  OPM  to  improve  it,  and  simply  exclude  the  White  House 
and  its  staff,  and  Congress  and  its  staff  from  the  FEHBP.  You  all 
may  purchase  your  health  insurance  through  your  local  health  alli- 
ance, but  don't  unnecessarily  dismantle  a  good  program  that  has 
been  in  existence  for  a  long  time. 

In  a  nation  where  health  care  is  a  critical  problem,  FEHBP  serv- 
ices about  9  million  people  very  well.  We  urge  the  committee  to  be 
very  careful  about  our  health  care  future. 

Mr.  Chairman,  that  concludes  my  remarks.  I  will  be  happy  to  an- 
swer any  questions  you  may  have. 

Mr.  Clay.  Thank  you  very  much,  Mr.  Hicks. 

[The  prepared  statement  of  Mr.  Hicks  follows:] 
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Prepared  Statement  of  Scottie  Hicks,  Vice  President, 
National  Rural  Letter  Carriers'  Association 

Mr.  Chairman  and  Members  of  the  Committee: 

My  name  is  Scottie  B.  Hicks  and  I  am  the  Vice  President  of  the  83,000 
member  National  Rural  Letter  Carriers'  Association.  Rural  letter  carriers  daily 
drive  2,600,000  miles  to  deliver  the  mail  on  48,500  rural  routes  to 
approximately  22  million  American  families. 

I  commend  the  Committee  for  holding  hearings  on  the  oversight  of  the 
United  States  Postal  Service  and  appreciate  the  opportunity  to  share  views 
of  the  NRLCA.  I  am  substituting  for  our  President,  who  is  participating  in  a 
joint  Postal  Service/NRLCA  employee  involvement  process  in  the  Western 
United  States. 

This  is  a  year  of  changes.  We  have  a  new  President  and 
Administration  and  a  new  Postmaster  General,  who  has  reorganized  the 
United  States  Postal  Service.  They  have  both  read  and  follow  the  book  of 
Osborn  &  Graeber,  Reinventing  Government:  How  The  Entrepreneurial 
Spirit  Is  Transforming  The  Public  Sector.  The  book  states,  "democratic 
governments  exist  to  provide  service;  business  exists  to  make  money."  The 
confusion  of  these  simple  truths  is  the  basis  of  my  opening  remarks. 

For  too  long,  the  budget  has  been  the  top  priority  of  Postal  Service 
management.  PMG  Runyon  has  correctly  said  the  top  priority  of  all  of  us 
who  are  Postal  Service  employees  is  satisfying  our  customers.  The  second 
goal  is  concern  about  employees  and  building  team  work.  The  third  is 
revenue  generation.  We  compliment  the  PMG  and  Vice  Presidents  on  these 
re-ordered  priorities. 
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Rural  carriers  are  proud  to  be  Postal  employees.  We  recently  were  at 
the  top  of  the  chart  in  a  survey  measuring  employee  satisfaction  in  the 
Postal  Service.  We  believe  that  quality  service  will  result  in  satisfied 
customers.  An  independent  study  indicates  that  the  Postal  Service 
customer  satisfaction  numbers  are  up  to  89%,  a  2%  improvement  over  the 
same  period  last  year. 

The  new  Postal  Service  management  is  flatter  and  leaner  and  more 
managers  are  being  empowered  to  make  decisions.  They  are  being  told 
customer  satisfaction  and  employee  satisfaction  prevail  over  budget; 
nevertheless,  not  all  managers  believe  it  yet. 

The  reorganization  split  Customer  Service  from  Mail  Processing  and 
Distribution;  however,  day-to-day  communication  between  these  two  areas 
still  needs  improvement. 

Reinventing  ourselves  is  hard  work,  but  we  are  staying  at  it.  We 
continue  to  work  on  a  joint  endeavor  on  the  implementation  of  automation 
in  the  work  place.  Although  this  process  has  its  moments  of  frustration,  we 
are  progressing  forward  together. 

We  cannot  provide  service  and  satisfy  our  customers  if  Congress  and 
the  new  Administration  keep  diverting  our  revenues. 

This  year,  the  USPS  has  been  asked  to  pay  $1  billion  additional  for  an 
error  in  arithmetic  in  the  1 990  Omnibus  Budget  Reconciliation  Act. 
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Who's  kidding  who?  The  recommendation  that  the  Postal  Service 
owed  "hidden  personnel  subsidies"  was  published  by  the  Congressional 
Budget  Office  in  the  early  80's. 

It  took  6  months  to  negotiate  the  1 990  OBRA  in  the  Budget  Summit  at 
Andrews  Air  Force  Base.  It  simply  defies  credibility,  to  be  asked  to  believe, 
that  officials  from  the  Office  of  Management  and  Budget,  took  6  months  to 
work  on  a  1 0-year  old  proposal  and  still  made  a  $1  billion  error  in  arithmetic. 

No,  the  truth  is  simple.  The  Postal  Service  is  a  convenient  cash  cow. 
This  must  stop  if  we  are  to  provide  good  service  at  stable  rates. 

The  second  revenue  issue  is  a  public  policy  issue  directly  for  this 
Committee.  That  is  the  Revenue  Foregone  -  Non-Profit  Mail  Appropriation. 
Over  the  past  several  years,  these  costs  to  the  Postal  Service  have  not  been 
fully  funded  by  Congress.  This  Committee  needs  to  address  the  issue  this 
year.  We  recommend  you  reform  eligibility,  and  phase-down  the  subsidized 
rates,  and  settle  up  with  the  Postal  Service. 

The  Postal  Service  has  put  forward  a  proposal  that  is  a  good 
beginning  point.  We  commend  them  for  that  effort.  Most  legislation  is 
based  upon  the  art  of  compromise  and  we  believe  this  Committee  will  find 
a  workable  legislative  solution.  The  NRLCA  criteria  for  the  best  solution  is 
one  that  maintains  the  highest  volume  in  all  classes  of  mail. 

Rural  carriers  and  all  Postal  employees  in  the  reinvented  Postal 
Service  MUST  concentrate  on  service  to  customers  -  not  exclusively  on 
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controlling  costs.    So,  Congress  must  rewrite  the  Revenue  Foregone  law 
and  leave  our  revenues  alone. 

The  Postal  Service  lacks  the  ability  to  have  flexibility  in  pricing  of 
services  that  are  truly  competitive.  An  effort  was  undertaken  between  the 
Board  of  Governors  and  the  Postal  Rate  Commission  to  find  areas  of 
common  ground  toward  flexibility.  We  recommend  that  this  Committee 
apply  pressure  to  insure  those  consultations  continue  or,  perhaps, 
determine  that  legislation  is  needed  to  grant  USPS  rate-making  flexibility  in 
truly  competitive  areas. 

The  NRLCA  has  a  particular  problem  that  requires  legislation.  In  areas 
of  the  country  where  the  economy  is  flourishing,  our  relief  workers  are  often 
difficult  to  recruit.  Conversely,  in  depressed  areas  of  the  country,  people 
stand  in  line,  even  for  employment  as  relief  workers. 

In  areas  where  the  Postal  Service  recruitment  fails,  we  have  people 
capable  of  filling  these  jobs  -  our  retirees.  But,  their  pension  is  offset  if  they 
return  to  work  for  the  Postal  Service.  They  know  the  job  and  often  may  be 
willing  to  work  part-time. 

Our  request  is  for  a  special  provision  to  exempt  retirees  from  re- 
employment penalties  with  the  following  stipulations;  that  recruitment  for 
relief  workers  through  normal  means  was  attempted  to  no  avail,  the  retiree's 
annuity  would  not  be  reduced,  and  their  re-employment  would  be  specified 
in  law  to  be  part-time  and  for  a  limited  duration. 
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Finally,  a  prospective  issue  for  this  Committee.  The  First  Lady's  Task 
Force  on  Health  Care  is  looking  at  the  Federal  Employees'  Health  Benefits 
Program.  It  is  our  belief  that  rather  than  improving  its  existing  health  care 
coverage  by  really  empowering  the  Office  of  Personnel  Management,  they 
are  considering  dismantling  the  program  for  a  negative  reason. 

Our  political  leaders  are  afraid  that  if  FEHBP  is  retained  for  the  White 
House  and  the  Congress,  the  public  will  be  angry.  Because  once  again, 
Congress  and  the  White  House  will  have  created  a  program  for  everyone 
except  themselves. 

The  NRLCA  has  an  answer.  Allow  the  FEHBP  to  continue,  empower 
the  OPM  to  improve  it,  and  simply  exclude  the  White  House  and  its  staff, 
and  Congress  and  its  staff  from  FEHBP.  You  all  may  purchase  your  health 
insurance  through  your  local  health  alliance,  but  don't  unnecessarily 
dismantle  a  good  program. 

In  a  nation  where  health  care  is  a  critical  problem,  FEHBP  services 
about  9  million  people  very  well.  We  urge  the  Committee  to  be  very  careful 
about  our  health  care  future. 

Mr.  Chairman,  this  concludes  my  remarks.  I  would  be  happy  to 
answer  any  questions.   Thank  you. 
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Response  to  Written  Questions  Submitted  by  Hon.  John  T.  Myers  to  Scottie 

Hicks 

Question  1.  The  Postmaster  General  has  stated  his  commitment  to  changing  the 
quasi-military  culture  of  the  Postal  Service,  do  you  believe  that  Mr.  Runyon  has 
been  successful  in  this  effort? 

Answer.  We  believe  that  Mr.  Runyon  has  put  into  place  major  management  re- 
evaluation  practices  and  strategic  goals  that  will  enhance  the  changing  of  the  quasi- 
military  culture.  For  the  first  time,  the  focus  is  on  customer  service,  employee  satis- 
faction/commitment and  revenue  generation.  The  top  570  plus  managers  are  having 
360  degree  feedback;  i.e.,  self  evaluation,  peer  evaluation  and  subordinate  evalua- 
tion. This  is  a  major  step  toward  rewarding  and  promoting  the  right  people  for  man- 
agement positions. 

Question  2.  Has  the  disillusionment  of  employees  that  resulted  from  restructuring 
changed  over  the  recent  months? 

Answer.  Most  of  the  employees  represented  in  our  organization  have  not  been  dis- 
illusioned over  the  restructuring.  Our  Association  was  not  affected  by  the  early-out 
and/or  down-sizing  as  was  the  other  management  and  union  organizations. 

Question  3.  Do  you  believe  that  the  stress  level  of  Postal  employees  has  increased 
or  decreased  since  the  Royal  Oak  shooting  on  November  14,  1991? 

Answer.  We  do  not  perceive  there  is  a  marked  change  in  the  level  of  stress  since 
the  Royal  Oak  shooting  on  November  14,  1991.  We  believe  that,  in  those  areas 
where  there  was  potential  for  stress  and  violence,  those  areas  have  been  pointed  out 
and  are  becoming  the  focus  of  more  attention. 

Question  4.  You  have  expressed  your  support  for  the  Postal  Service  plan  on  reve- 
nue foregone.  Are  you  willing  to  compromise  and  support  an  alternative  somewhat 
less  destructive  to  the  organizations  who  qualify  for  preferred  rates? 

Answer.  Yes.  We  desire  to  see  the  revenue  foregone  modified  in  such  a  way  to 
maximize  the  mailing  potential  for  non-profit  organizations.  We  do  not  desire  to  see 
any  change  that  would  cause  mailers  to  put  less  mail  into  the  U.S.  Postal  Service 
mail  stream. 

Question  5.  The  Clinton  Administration  has  resurrected  a  proposal  by  the  Bush 
Administration  that  the  Postal  Service  failed  to  pay  the  full  cost  of  Post  Office  De- 
partment retiree  cost-of-living  allowances  and  must  now  contribute  $1  billion,  over 
a  three-year  period,  to  deficit  reduction.  In  the  past,  many  Postal  organizations  stat- 
ed that  this  was  an  indication  of  the  Bush  Administration's  commitment  to  privat- 
ization of  the  Postal  Service.  Do  you  believe  the  Clinton  Administration  is  also  sup- 
porting privatization? 

Answer.  We  do  not  necessarily  believe  that  the  Clinton  Administration  is  support- 
ing privatization.  We  perceive  the  bigger  issue  is  deficit  reduction  and  attempting 
to  capitalize  on  every  opportunity  to  extract  dollars  for  deficit  reduction.  We  do  not 
believe  that  the  Postal  Service  is  the  place  to  continually  seek  revenue  for  deficit 
reduction.  Whether  it  is  the  Administration  or  the  Congress,  we  do  not  believe  ei- 
ther should  be  hiding  behind  the  Postal  Service  in  attempting  to  extract  dollars  via 
a  stamp  tax  to  reduce  the  deficit. 

Mr.  McGee. 

Mr.  McGEE.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman  and  members  of  the  committee  on  Post  Office  and 
Civil  Service,  it  is  a  pleasure  to  appear  before  you  today  to  voice 
the  concerns  of  my  membership  involving  a  number  of  critical  is- 
sues facing  the  Postal  Service.  I  am  James  M.  McGee,  National 
President  of  the  National  Alliance  of  Postal  and  Federal  Employ- 
ees, and  with  me  today  is  a  national  vice  president,  Mr.  Charles 
J.  Denson,  Jr. 

The  National  Alliance  is  an  industrial  union  representing  postal 
and  federal  employees  throughout  this  country.  Our  union  is 
unique  in  that  we  have  a  large  management  division  open  to  super- 
visors and  managers  in  the  postal  and  federal  service. 

We  have  a  large  and  thriving  retiree  division,  which  has  grown 
considerably  as  a  result  of  the  recent  restructuring  actions  in  the 
Postal  Service.  Thus  our  comments  today  reflect  the  firsthand  sen- 
timents of  employees,  managers,  and  retirees  directly  affected  by 
restructuring. 
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Our  union  also  has  a  unique  historical  perspective  on  structural 
changes  in  the  Postal  Service  and  the  negative  impact  it  may  have 
on  employees.  Our  union  was  started  in  1913  by  black  railway  mail 
clerks  who  were  faced  with  possible  job  loss  when  the  Postal  Serv- 
ice switched  from  dangerous  wooden  boxcars  to  steel  cars  and  ac- 
tions were  initiated  to  remove  black  employees  from  positions  once 
considered  too  dangerous  for  whites. 

While  we  and  the  Postal  Service  have  come  a  long  way  since 
1913,  our  history  reminds  us  of  the  need  to  carefully  scrutinize  pro- 
posed changes  to  insure  that  the  quality  of  service  remains  high 
and  that  all  employees,  regardless  of  race,  sex  or  any  protected 
class,  are  treated  equally  and  fairly. 

We  most  certainly  appreciate  this  opportunity  to  voice  our  con- 
cerns regarding  the  restructuring  of  the  Postal  Service  and  its  ef- 
fects on  some  of  its  employees.  While  we  are  keenly  aware  as  trade 
unionists  that  progress  often  mandates  change,  our  major  concern 
is  that  those  changes  do  not  bring  about  disparity,  loss  of  career 
opportunities  and  any  other  form  of  inn  justice. 

I  myself  am  a  career  postal  employee.  I  know  firsthand  of  the  in- 
herent problems  within  the  system  and  of  the  frustrations  and 
anxieties  some  employees  experience  and  are  still  experiencing  as 
a  result  of  postal  restructuring. 

As  a  union  that  has  a  management  division  within  its  structure, 
the  National  Alliance  at  the  national  level  has  received  many  calls 
and  letters  from  members  complaining  about  how  they  have  been 
treated  relative  to  restructuring,  committed  to  job  counseling  cen- 
ters, involuntary  reassignments,  forced  ultimatums,  et  cetera. 

WTiat  little  information  provided  about  restructuring  has  created 
much  confusion  and  resentment  among  the  employees.  The  over- 
whelming opinion  of  many  who  retire  was  that  they  were  "forced 
out"  and  that  restructuring  was  a  tool  to  circumvent  a  reduction 
in  force  and  to  elevate  employees  who  were  less  qualified  than 
most  of  those  forced  out  and  who  would  not  have  normally  been 
promoted. 

We  have  heard  countless  tales  from  those  forced  to  retire  as  to 
how  they  had  trained  employees  with  less  seniority  and  skills  only 
to  watch  them  selected  and  advance  to  positions  which  they  them- 
selves did  not  have  an  opportunity  to  pursue.  In  fact,  restructuring 
has  strengthened  and  reinforced  the  good-old-boy  network  in 
records  regards  to  promotions  and/or  reassignments. 

Let  me  emphatically  state  that  we  have  no  objection  to  the  Postal 
Service's  attempt  to  eliminate  a  bloated  bureaucracy  of  supervisors 
and  managers  in  order  to  produce  a  streamlined  and  highly  effi- 
cient managerial  structure.  However,  we  are  concerned  about  how 
selections  to  some  of  the  managerial  positions  were  made. 

As  part  of  restructuring,  selection  committees  were  put  in  place. 
What  criteria,  qualifications  and  how  they  were  chosen  is  not 
known.  Employees  were  required  to  submit  Form  991,  employee  re- 
sume, with  no  personal  interview  to  be  eligible  for  consideration  to 
various  positions  within  the  Postal  Service. 

At  that  time,  no  information  was  provided  as  to  what  positions 
were  to  be  available.  Many  complained  that  they  were  told  that 
there  would  be  no  positions  for  them  under  the  new  system.  Be- 
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cause  of  the  uncertainty,  many  highly  skilled  managers  and  super- 
visors opted  to  retire. 

Some  of  those  who  stayed,  strongly  feel  that  the  selection  system 
was  flawed.  Under  the  procedures  that  were  used,  there  were  some 
who  made  out  like  fat  rats,  while  many  others  were  rejected  for 
higher  level  positions  for  no  apparent  legitimate  reason. 

One  manager  complains  that  she  was  not  selected  for  a  position, 
although  her  evaluations  were  always  high.  She  had  many  years 
of  managerial  experience,  she  had  used  no  sick  leave  in  15  years, 
had  received  many  awards,  and  had  been  used  to  train  supervisory 
personnel  who  were  selected  and  awarded  higher  level  positions  for 
which  she  was  imminently  qualified. 

There  were  many  such  incidents  reported  to  us  from  throughout 
the  Postal  Service.  Many  managers  and  supervisors  feel  very 
strongly  that  selections  in  many  cases  were  not  based  upon  quali- 
fications and  merit,  but  on  cronyism,  which  has  opened  the  door  for 
allegations  of  bias. 

We  are  concerned  that  the  Postal  Service  has  lost  sight  of  its 
true  purpose  and  our  priorities  need  to  be  changed.  For  example, 
the  number  one  priority  should  be  service  to  the  public.  The  num- 
ber of  services  offered  and  the  quality  of  service  should  be  its  pri- 
mary focus  and  it  is  not. 

In  all  the  information  we  have  seen  about  restructuring,  the  em- 
phasis has  been  on  downsizing  without  any  real  explanation  on 
how  service  will  be  improved.  While  it  has  been  reported  to  this 
committee  that  field  managers  have  been  instructed  to  do  whatever 
it  takes  to  maintain  services,  how  is  this  to  be  accomplished  when 
your  most  skilled  portion  of  the  work  force  has  been  forced  out? 

While  we  recognize  that  changes  were  necessary  due  to  overhead 
and  increased  competition,  shouldn't  our  focus  have  been  on  how 
to  improve  and  increase  services  to  the  public  rather  than  simply 
maintaining  the  current  level  of  services? 

By  downsizing  and  losing  your  skilled  senior  personnel,  are  you 
in  a  position  to  explore  or  implement  new  services  which  could 
raise  revenue? 

We  believe  that  these  are  the  types  of  questions  that  should  have 
been  explored  and  answered  before  forcing  out  a  sizeable  portion 
of  your  experienced  and  skilled  work  force.  The  established  se- 
quence for  replacing  staff  that  has — that  has — well,  somehow  or 
other  we  made  a  typo.  The  established  sequence  for  replacing  staff 
that  has  retired,  demonstrates  a  lack  of  planning  for  the  future. 

Field  managers  have  been  instructed  to  use  a  preferred  sequence 
for  replacement  in  meeting  staffing  needs.  If  a  position  is  not  nec- 
essary, the  retired  employee  was  not  replaced.  If  that  was  not  prac- 
tical and  an  employee — and  as  we  understand  it,  most  of  the  time 
it  was  not — then  the  next  most  desirable  step  was  to  place  an  ex- 
cess employee  in  the  position  from  another  part  of  the  organization, 
which  we  understand  often  did  not  happen  or  when  offers  were 
made,  they  were  made  in  a  fashion  tailored  for  the  selection  of  par- 
ticular individuals. 

If  the  position  could  not  be  filled  in  this  fashion,  then  managers 
were  to  hire  a  casual  or  transitional  employee,  consistent  with  pro- 
visions of  the  collective  bargaining  agreements,  or  as  a  final  step, 
hire  a  career  employee.  This  procedure  encourages  the  hiring  of 
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temporary  unskilled  personnel  to  handle  skilled  positions  without 
any  plans  for  training. 

What  is  the  long-term  value  of  hiring  and  training  casual  or 
transitional  employees  as  opposed  to  hiring  a  career  employee?  It 
would  appear  that  the  training  costs  would  be  much  higher  given 
this  type  of  procedure.  Also,  the  heavy  use  or  reliance  on  casual  or 
transitional  employees  over  career  employees  will  have  a  tremen- 
dous impact  on  stability  given  the  present  working  environment. 

Also  it  has  been  reported  in  some  areas  of  drastic  increases  in 
motor  vehicle  accidents  because  of  little  or  no  driver  education  or 
training  for  transitional  carrier  employees  before  being  put  in  daily 
driving  conditions.  Surely  that  has  to  have  a  dollar  effect  on  the 
budget  and  OWCP  claims  and/or  damage  claims. 

The  restructuring  has  only  increased  the  problems  identified  in 
the  recent  employee  opinion  survey.  Employees  indicated  that  the 
Postal  Service  was  insensitive  to  individual  needs  or  concerns,  and 
that  there  was  little  or  no  regard  for  good  performance.  Restructur- 
ing has  further  reinforced  this  perception  where  skilled  senior  em- 
ployees have  been  forced  out  after  training  their  replacements. 

All  levels  of  employees  have  rated  fairness  of  supervisors  or  man- 
agers substantially  lower  than  in  other  service  organizations.  Near- 
ly half  rated  their  supervisors  and  managers  as  poor  in  providing 
job  feedback  and  a  third  rated  supervisors  as  poor  in  dealing  fairly 
with  everyone.  Restructuring  left  most  retirees  feeling  they  did  not 
get  a  fair  treatment  and,  if  they  had  stayed,  things  would  not  im- 
prove. 

A  majority  of  employees  felt  that  they  were  not  kept  informed 
about  important  matters,  that  they  were  not  listened  to  and  treat- 
ed with  dignity  and  respect  as  individuals.  Actions  taken  in  re- 
structuring did  little  more  than  reinforce  this  perception.  Employ- 
ees were  presented  retirement  options  in  a  fashion  which  often  left 
them  feeling  they  had  no  choice  or  future  with  the  Postal  Service. 

The  most  telling  finding,  however,  was  that  a  majority  of  the  em- 
ployees expressed  frustration  that  quality  wasn't  being  delivered 
consistently  and  that  many  work  rules  prevent  quality  from  being 
delivered.  The  lack  of  competitiveness  and  quality  of  service  was 
not  due  to  the  size  of  the  work  force,  but  due  to  the  lack  of  leader- 
ship and  direction  from  the  top  of  the  organization.  Restructuring 
or  downsizing  doesn't  address  this. 

Flexibility  and  empowerment  have  been  words  used  to  describe 
the  management  style  used  to  implement  the  restructuring  where 
focus  has  been  directed  on  problems  being  solved  at  the  local  level. 
Pressure  is  being  placed  on  local  managers  to  be  flexible  and  re- 
sourceful in  adjusting  work  hours,  exchanging  personnel  between 
offices,  and  crossing  crafts. 

These  managers  have  been  informed  that  they  cannot  rely  on  an- 
swers from  Washington  to  solve  their  problems.  Thus,  without  ade- 
quate training,  guidelines,  or  personnel,  the  message  to  these  man- 
agers as  a  result  of  restructuring  is  to  get  the  job  done  at  all  costs. 

This  type  of  management  style  encourages  violations  of  estab- 
lished rules  and  regulations  and  is  the  type  of  management  style 
that  has  resulted  in  the  problems  identified  in  the  survey. 

We  have  long  recognized  that  changes  were  needed  to  improve 
service  to  the  public.  The  future  of  the  Postal  Service  will  depend 
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on  how  well  its  work  force  can  adapt  to  the  changing  needs  of  the 
public  and  advancements  in  technology.  It  is  no  wonder  that  the 
Secretary  of  Labor  and  the  new  administration  are  focusing  a  great 
deal  of  attention  on  job  training  and  skills  for  industry  needs  in  the 
future  as  well  as  the  present. 

The  Postal  Service,  as  a  government  corporation,  has  a  duty  to 
not  only  provide  quality  service,  but  to  be  a  leader  in  those  areas 
of  management  which  will  set  an  example  for  other  areas  of  indus- 
try. 

We  believe  that  one  of  the  areas  ignored  in  the  recent  restructur- 
ing were  plans  for  training  and  development  to  address  both  the 
short-  and  long-term  needs  of  the  service  and  its  work  force.  We 
believe  that  such  training  for  both  managers  and  employees  is  es- 
sential for  the  quality  of  performance  is  often  determined  by  the 
skill  and  training  of  the  work  force. 

We  would  encourage  that  greater  efforts  be  made  in  those  areas 
to  avoid  many  of  the  problems  encountered  by  restructuring  and  to 
form  a  solid  foundation  for  future  development.  We  stand  ready  to 
work  with  and  assist  the  Postmaster  General  in  identifying  and  ad- 
dressing its  future  needs  in  the  work  force  and  providing  quality 
service  the  public  deserves. 

Again,  Mr.  Chairman,  I  thank  you  for  this  opportunity.  And  I 
will  be  happy  to  answer  any  questions  you  may  have. 

[The  prepared  statement  of  Mr.  McGee  follows:] 
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Prepared  Statement  of  James  McGee,  President, 
National  Alliance  of  Federal  and  Postal  Employees 

Mr.  Chairman  and  Members  of  the  Committee  on  Post 
Office  and  Civil  Service,  it  is  a  pleasure  to  appear 
before  you  today  to  voice  the  concerns  of  my  membership 
involving  a  number  of  critical  issues  facing  the  Postal 
Service.  I  am  James  M.  McGee,  National  President  of  the 
National  Alliance  of  Postal  and  Federal  Employees.  The 
National  Alliance  is  an  industrial  union  representing 
Postal  and  Federal  Employees  throughout  this  country. 
Our  union  is  unique,  in  that  we  have  a  large  management 
division  open  to  supervisors  and  managers  in  the  postal 
and  federal  service.  We  have  a  large  and  thriving 
retiree  division,  which  has  grown  considerably  as  a 
result  of  the  recent  restructuring  actions  in  the  Postal 
Service.  Thus,  our  comments  today  reflect  the  first  hand 
sentiments  of  employees,  managers  and  retirees  directly 
affected  by  restructuring. 

Our  union  also  has  a  unique  historical  perspective 
on  structural  changes  in  the  Postal  Service  and  the 
negative  impact  it  may  have  on  employees.  Our  union  was 
started  in  1913,  by  Black  railway  mail  clerks,  who  were 
faced  with  possible  job  loss  when  the  postal  service 
switched  from  dangerous  wooden  boxcars  to  steel  cars, 
and  actions  were  initiated  to  remove  Black  employees 
from  positions  once  considered  too  dangerous  for  Whites. 
While  we,  and  the  Postal  Service  have  come  a  long  way 
since  1913,  our  history  reminds  us  of  the  need  to 
carefully  scrutinize  proposed  changes  to  insure  that  the 
quality  of  service  remains  high  and  that  all  employees 
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regardless  of  race,  sex,  or  any  protected  class,  are 
treated  equally  and  fairly.  We  most  certainly  appreciate 
this  opportunity  to  voice  our  concerns  regarding  the 
Restructuring  of  the  Postal  Service,  and  its  effect  on 
some  of  its  employees. 

While  we  are  keenly  aware  as  trade  unionist,  that 
progress  often  mandates  change,  our  major  concern  is 
that  those  changes  do  not  bring  about  disparity,  loss  of 
career  opportunities  and  any  other  form  of  injustice. 

I,  myself,  am  a  career  Postal  employee.  I  know 
first  hand  of  the  inherent  problems  within  the  system 
and  of  the  frustrations  and  anxiety  some  postal 
employees  experienced  and  are  still  experiencing  as  a 
result  of  Postal  Restructuring. 

As  a  union  that  has  a  Management  Division  within 
its  structure,  the  National  Alliance  at  the  national 
level,  has  received  many  calls  and  letters  from  members 
complaining  about  how  they  have  been  treated  relative  to 
restructuring,  committed  to  job  counseling  centers, 
involuntary  reassignments,  forced  ultimatums,  etc. 

What  little  information  provided  about 
restructuring  has  created  much  confusion  and  resentment 
among  the  employees.  The  overwhelming  opinion  of  many 
who  retired,  was  that  they  were  "forced  out"  and  that 
restructuring  was  a  tool  to  circumvent  a  reduction  in 
force  and  to  elevate  employees,  who  were  less  qualified 
than  most  of  those  forced  out  and  who  would  not  have 
normally  been  promoted.  We  have  heard  countless  tales 
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from  those  forced  to  retire  as  to  how  they  had  trained 
employees  with  less  seniority  and  skills  only  to  watch 
them  selected  and  advanced  to  positions  which  they 
themselves  did  not  have  an  opportunity  to  pursue.  In 
fact,  Restructuring  has  strengthened  and  reinforced  the 
good-old-boy  network  in  regards  to  promotions  and/or 
reassignments . 

Let  me  emphatically  state,  that  we  have  no 
objection  to  the  Postal  Service's  attempt  to  eliminate  a 
bloated  bureacracy  of  Supervisors  and  Managers,  in  order 
to  produce  a  streamlined  and  highly  efficient  managerial 
structure.  However,  we  are  concerned  about  how  selection 
to  some  of  the  managerial  positions  were  made. 

As  part  of  Restructuring,  Selection  Committees  were 
put  in  place.  What  criteria,  qualifications  and  how  they 
were  chosen  is  not  known.  Employees  were  required  to 
submit  Form  991  (Employee  Resume)  with  no  personal 
interview  to  be  eligible  for  consideration  to  various 
positions  within  the  Postal  Service.  At  that  time,  no 
information  was  provided  as  to  what  positions  were  to  be 
available.  Many  complained,  that  they  were  told,  that 
there  would  be  no  positions  for  them  under  the  new 
system.  Because  of  the  uncertainty,  many  highly  skilled 
managers  and  supervisors  opted  to  retire. 

Some  of  those  who  stayed,  strongly  feel  that  the 
selection  system  was  flawed.  Under  the  procedures  that 
were  used,  there  were  some  who  "made  out  like  fat  rats," 
while  many  others  were  rejected  for  higher  level 
positions  for  no  apparent  legitimate  reason. 
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One  Manager  complains,  that  she  was  not  selected 
for  a  position,  although,  her  evaluations  were  always 
high.  She  had  many  years  of  managerial  experience,  she 
had  used  no  sick  leave  in  15  years,  had  received  many 
awards,  and  had  been  used  to  train  supervisory  personnel 
who  were  selected  and  awarded  higher  level  positions, 
for  which  she  was  imminently  qualified. 

There  were  many  such  incidents  reported  to  us  from 
throughout  the  Postal  Service.  Many  managers  and 
supervisors  feel  very  strongly  that  selections  in  many 
cases  were  not  based  upon  qualifications  and  merit,  but 
on  cronyism,  which  have  opened  the  door  for  allegations 
of  bias  . 

We  are  concerned  that  the  postal  service  has  lost 
sight  of  its  true  purpose  and  that  priorities  need  to  be 
changed.  For  example  the  number  one  priority  should  be 
service  to  the  public.  The  number  of  services  offered 
and  the  quality  of  service  should  be  its  primary  focus 
and  it  is  not.  In  all  the  information  we  have  seen  about 
restructuring,  the  emphasis  has  been  on  downsizing, 
without  any  real  explanation  on  how  service  will  be 
improved.  While  it  has  been  reported  to  this  committee 
that  field  managers  have  been  instructed  to  do  whatever 
it  takes  to  maintain  services,  how  is  this  to  be 
accomplished  when  your  most  skilled  portion  of  the 
workforce  has  been  forced  out? 

While  we  recognize  that  changes  were  necessary  due 
to  overhead  and  increased  competition,  shouldn't  our 
focus  have  been  on  how  to  improve  and  increase  services 
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to  the  public  rather  than  simply  maintaining  the  current 
level  of  services?  By  down-sizing  and  losing  your 
skilled  senior  personnel,  are  you  in  a  position  to 
explore  or  implement  new  services,  which  could  raise 
revenue?  We  believe  that  these  are  the  types  of 
questions  that  should  have  been  explored  and  answered 
before  forcing  out  a  sizable  portion  of  your  experienced 
and  skilled  workforce. 

The  established  sequence  for  replacing  staff  that 
has  retired  demonstrates  a  lack  of  planning  for  the 
future.  Field  managers  have  been  instructed  to  use  a 
preferred  sequence  for  replacement  in  meeting  staffing 
needs.  If  a  position  is  not  necessary,  the  retiring 
employee  was  not  replaced.  If  that  was  not  practical  and 
as  we  understand  it,  most  of  the  time  it  was  not,  than 
the  next  most  desirable  step  was  to  place  an  excess 
employee  in  the  position  from  another  part  of  the 
organization,  which  we  understand  often  did  not  happen 
or  when  offers  were  made  they  were  made  in  a  fashion 
tailored  for  the  selection  of  particular  individuals.  If 
the  position  could  not  be  filled  in  this  fashion,  then 
the  managers  were  to  hire  a  casual  or  transitional 
employee,  consistent  with  the  provisions  of  the 
collective  bargaining  agreements,  or  as  a  final  step 
hire  a  career  employee. 

This  procedure  encourages  the  hiring  of  temporary 
unskilled  personnel  to  handle  skilled  positions,  without 
any  plans  for  training.  What  is  the  long  term  value  of 
hiring  and  training  casual  or  transitional  employees  as 
opposed  to  hiring  a  career  employee?  It  would  appear 
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that  the  training  cost  will  be  much  higher  given  this 
type  of  procedure.  Also,  the  heavy  use  or  reliance  on 
casual  or  transitional  employees  over  career  employees 
will  have  a  tremendous  impact  on  stability  given  the 
present  working  environment.  Also,  it  has  been  reported 
in  some  areas  of  drastic  increases  in  motor  vehicle 
acccidents  because  of  little  or  no  driver  education  or 
training  for  Transitional  Carrier  employees  before  being 
put  in  daily  driving  conditions.  Surely,  that  has  to 
have  a  dollar  effect  on  the  budget  in  OWCP  claims  and/or 
damage  claims. 

The  restructuring  has  only  increased  the  problems 
identified  in  the  recent  employee  opinion  survey. 
Employees  indicated  that  the  Postal  Service  was 
insensitive  to  individual  needs  or  concerns  and  that 
there  was  little  or  no  regard  for  good  performance. 
Restructuring  has  further  reinforced  this  perception 
where  skilled  senior  employees  have  been  forced  out 
after  training  their  replacements. 

All  levels  of  employees  have  rated  fairness  of 
supervisors  or  managers  substantially  lower  than  in 
other  service  organizations.  Nearly  half  rated  their 
supervisors  and  managers  as  poor  in  providing  job 
feedback  and  a  third  rated  supervisors  as  poor  in 
dealing  fairly  with  everyone.   Restructuring  left  most 
retirees  feeling  they  did  not  get  a  fair  treatment  and 
if  they  had  stayed  things  would  not  improve. 

A  majority  of  employees  felt  that  they  were  not 
kept  informed  about  important  matters,  that  they  were 
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not  listened  to  and  treated  with  dignity  and  respect  as 
individuals.  Actions  taken  in  restructuring  did  little 
more  than  reinforce  this  perception.  Employees  were 
presented  retirement  options  in  a  fashion  which  often 
left  them  feeling  they  had  no  choice  or  future  with  the 
Postal  Service. 

The  most  telling  finding  however,  was  that  a 
majority  of  the  employees  expressed  frustration  that 
quality  wasn't  being  delivered  consistently  and  that 
many  work  rules  prevent  quality  from  being  delivered. 
The  lack  of  competitiveness  and  quality  of  service  was 
not  due  to  the  size  of  the  workforce,  but  due  to  lack  of 
leadership  and  direction  from  the  top  of  the 
organization.  Restructuring  or  down-sizing  doesn't 
address  this. 

Flexibility  and  empowerment  have  been  words  used  to 
describe  the  management  style  used  to  implement  the 
restructuring  where  focus  has  been  directed  on  problems 
being  solved  at  the  local  level.  Pressure  is  being 
placed  on  local  managers  to  be  flexible  and  resourceful 
in  adjusting  workhours,  exchanging  personnel  between 
offices,  and  crossing  crafts.  These  managers  have  been 
informed  that  they  can  not  rely  on  answers  from 
Washington,  to  solve  their  problems.  Thus,  without 
adequate  training,  guidelines  or  personnel  the  message 
to  these  managers  as  a  result  of  restructuring  is  get 
the  job  done  at  all  cost.  This  type  of  management  style 
encourages  violations  of  established  rules  and 
regulations,  and  is  the  type  of  management  style  that 
has  resulted  in  the  problems  identified  in  the  survey. 
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We  have  long  recognized  that  changes  were  needed  to 
improve  service  to  the  public.  The  future  of  the  Postal 
Service  will  depend  on  how  well  its  workforce  can  adapt 
to  the  changing  needs  of  the  public  and  advancements  in 
technology.  It  is  no  wonder  that  the  Secretary  of  Labor 
and  the  new  administration  are  focusing  a  great  deal  of 
attention  on  job  training  and  skills  for  industry  needs 
in  the  future  as  well  as  the  present.  The  Postal  Service 
as  a  Government  Corporation,  •  has  a  duty  to  not  only 
provide  quality  service,  but  to  be  a  leader  in  those 
areas  of  management  which  will  set  an  example  for  other 
areas  of  industry. 

We  believe  that  one  of  the  areas  ignored  in  the 
recent  restructuring  were  plans  for  training  and 
development  to  address  both  the  short  and  long  term 
needs  of  the  service  and  its  workforce.  We  believe  that 
such  training  for  both  managers  and  employees  is 
essential  for  the  quality  of  performance  is  often 
determined  by  the  skill  and  training  of  the  workforce. 
We  would  encourage  that  greater  efforts  be  made  in  those 
areas  to  avoid  many  of  the  problems  encountered  by 
restructuring  and  to  form  a  solid  foundation  for  future 
development.  We  stand  ready  to  work  with  and  assist  the 
Postmaster  General  in  identifying  and  addressing  its 
future  needs  in  the  workforce  and  providing  quality 
service  the  public  deserves. 

Again,  I  thank  you  for  this  opportunity  and  would 
be  happy  to  answer  any  questions  you  may  have. 
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Response  to  Written  Questions  Submitted  by  Hon.  John  T.  Myers  to  James 

McGee 

Question  1.  The  Postmaster  General  has  stated  his  commitment  to  changing  the 
quasi -military  culture  of  the  postal  service,  do  you  believe  that  Mr.  Runyon  has  been 
successful  in  tliis  effort? 

Answer.  In  responding  to  this  question  we  would  define  "culture"  to  mean  cor- 
porate environment  and  or  politics.  Assuming  this  definition  is  appropriate,  we  be- 
lieve that  the  changes  which  have  taken  place  are  only  cosmetic  and  that  there  has 
been  no  change  in  the  culture. 

Question  2.  Has  the  disillusionment  of  employees  that  resulted  from  restructuring 
changed  over  the  recent  months? 

Answer.  Disillusionment  has  not  improved  but  has  gotten  worse. 

Question  3.  Do  you  believe  that  the  stress  level  of  postal  employees  has  increased 
or  decreased  since  the  Royal  Oak  shooting  in  November  14,  1991? 

Answer.  The  stress  level  has  increased  due  to  a  number  of  factors  including  re- 
structuring and  the  way  it  was  handled. 

Question  4.  You  have  expressed  your  support  for  the  postal  service  plan  on  reve- 
nue forgone,  are  you  willing  to  compromise  and  support  an  alternative  somewhat 
less  destructive  to  the  organizations  who  quality  for  preferred  rates? 

Answer.  I  have  not  publicly  expressed  a  position  on  the  revenue  forgone  issue. 
However,  our  organization  would  consider  supporting  any  proposal  or  plan  which 
will  improve  customer  service  without  threatening  employee  job  security. 

Question  5.  The  Clinton  Administration  has  resurrected  a  proposal  by  the  Bush 
administration  that  the  Postal  Service  failed  to  pay  the  full  cost  of  Post  Office  de- 
partment retiree  cost-of-living  allowances  and  must  now  contribute  $1  billion,  over 
a  three  year  period,  to  deficit  reduction.  In  the  past  many  Postal  Organizations  stat- 
ed this  was  an  indication  of  the  Bush  Administration's  commitment  to  privatization 
of  the  Post  Service,  do  you  believe  the  Clinton  Administration  is  also  supporting  pri- 
vatization? 

Answer.  We  are  unaware  of  what  the  Clinton  Administrations  position  is  on  pri- 
vatization. Our  union  has  always  opposed  privatization,  because  we  believe  it  will 
result  in  diminished  service  to  customers  an  citizens. 

Mr.  Clay.  Thank  you  both  for  your  thorough  testimony  this 
morning. 

Mr.  McGee,  can  you  tell  me  about  specific  areas  where,  particu- 
larly with  regard  to  the  automated  work  environment,  employees 
did  not  receive  adequate  training?  And  can  you  identify  a  reason 
necessary  for  increased  automation  where  that  kind  of  training  will 
be  particularly  important? 

Mr.  McGee.  Having  been  a  former  instructor/trainer,  Mr.  Chair- 
man, I  think  I  will  go  from  that  basis  to  answer  your  question  and 
the  evolution  that  has  occurred  from  the  time  that  I  was  doing 
that.  I  was  an  LSM  instructor/trainer  and  I  juxtaposed  that  to  my 
training  when  I  went  in  as  a  postal  clerk.  We  got  30  days  of  train- 
ing on  the  clock,  two  hours  a  day  of  class  training.  When  we  came 
out  of  class,  we  had  a  lead  clerk  to  lead  us  by  the  hand  those  30 
days  before  they  ever  turned  us  loose. 

I  think  now  when  employees  come  into  the  workplace,  especially 
for  the  letter  sorting  machines  which  are  becoming  obsolete,  they 
are  given  dexterity  training.  There  is  no  scheme  for  training,  there 
is  strictly  keying  by  numbers,  so  they  have  shortened  the  training 
cycle.  Therefore,  when  employees  reach  that  work  room  floor  and 
are  turned  loose,  they  don't  have  a  solid  foundation  upon  which  to 
build  knowledge.  And  I  think  we  just  simply  moving  too  fast. 

In  the  other  area  on  the  management  side,  when  I  first  went  to 
the  Postal  Service,  you  had  to  have  been  employed  five  years  before 
you  were  eligible  to  take  the  supervisory  examination.  I  did  take 
it  just  to  see  if  I  was  as  intelligent  as  I  think  I  am,  and  I  passed 
it.  I  passed  it  because  I  had  served  enough  time  to  become  thor- 
oughly familiar  of  the  requirements  for  the  job. 
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That  no  longer  is  prevalent.  They  came  in  with  something  called 
"pass."  Now  you  can  be  there  less  than  a  year,  I  think,  and  you  can 
apply  for  management.  Obviously  we  need  to  rethink  those  areas 
and  I  think  we  are  going  to  have  a  much  better  work  force. 

You  mentioned  technology.  I  have  a  serious  bone  to  pick  with  the 
people  who  first  defined  technology  in  the  dictionary.  It  was  de- 
fined as  applied  science  to  aid  and  abet  man's  existence  on  this 
earth.  And  as  I  am  seeing  it  now,  it  is  displacing  man. 

But  I  think  if  the  work  force  is  going  to  be  flexible  enough  to 
adapt  to  the  change  in  technology,  that  initial  training  is  going  to 
be  essential  and  I  think  it  needs  to  be  more  thorough  than  what 
it  is  today. 

Mr.  Clay.  Thank  you  very  much.  I  couldn't  agree  with  you  more 
about  the  importance  of  training.  Mr.  Hicks,  can  you  comment.  I 
had  asked  earlier  about  the  use  of  overtime  since  downsizing  and 
its  potential  to  displace  financial  gains. 

Have  you  had  any  sense  of  that  and  could  you  comment  upon 
that  observation? 

Mr.  Hicks.  It  has  not  directly  affected  us  as  much  maybe  as  it 
has  some  of  the  other  crafts  in  the  organization,  since  we  are  a 
type  of  a  system  where  we  are  evaluated  annually  and  we  draw 
that  pay  for  the  work  regardless  of  the  work  load  fluctuation.  We 
are  only  seen  increments  of  backlog  mail  on  occasions,  mainly  be- 
cause of  lack  of  staffing  at  certain  locations,  certain  times.  It  has 
been  isolated  areas.  It  is  not  been  a  nationwide  problem. 

To  comment  on  the  training  that  you  asked  my  colleague  here  at 
the  left,  we  have  seen  some  areas  where  lack  of  training  may  be 
a  problem  in  pulling  mail,  moving  mail  off  of  automated  equip- 
ment, and  their  knowledge  of  getting  it  to  the  carriers  in  a  proper 
manner. 

The  machine  sorts  it  great,  but  then  it  has  to  be  handled  cor- 
rectly and  properly  from  point  A  to  point  B  in  order  for  the  carrier 
to  actually  handle  it  the  way  it  came  off  the  machine.  There  has 
been  some  lack  of  proper  training  or  handling  and  procedure  er- 
rors, caused  us  some  problems  in  that  area. 

Mr.  Clay.  Thank  you.  Mr.  McGee,  can  you  comment  upon  the 
overtime? 

Mr.  McGee.  Well,  I  would  think  that  overtime,  tremendous  over- 
time does  not  make  for  an  efficient  work  force.  Having  experienced 
it,  I  know  that  fatigue  prods  the  error  rate  up  greatly.  There  has 
to  be  a  meeting  of  the  mind  that  there  is  going  to  be  a  stable  work 
force,  a  career  work  force  able  to  do  the  job  the  Postal  Service  is 
there  to  do.  And  that  is  to  provide  a  service  to  the  public. 

Mr.  Chairman,  if  I  might,  you  asked  another  panel  about  this 
downsizing,  this  restructuring,  was  it  divisive?  And  I  am  going  to 
use  another  term,  Mr.  Chairman,  if  I  might,  to  just  emphasize  how 
I  view  and  from  some  things  that  I  read  how  I  view  this 
downsizing.  And  that  word  would  be  "subterfuge." 

Some  things  that  I  read  was  where  managers  were  being  in- 
structed to  convey  to  employees  that  you  no  longer  have  a  job  so 
that  they  would  quit  and  just  go  away.  This  was  the  mentality  that 
the  higher-ups  were  talking  as  a  way  of  implementing  this 
downsizing. 
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When  it  first — when  it  was  first  announced  we  had  a  number  of 
people  call  in,  they  were  calling  me  at  the  national  office  and  say- 
ing, can  they  take  my  job?  Well,  obviously,  my  answer  to  them  was 
no,  they  cannot  take  your  job.  You  are  a  career  employee.  But  the 
subterfuge  was  to  send  that  message  that  your  job  could  be  taken 
away  from  you. 

Mr.  Clay.  Is  it  the  view  of  either  of  you  that  the  employee  opin- 
ion survey  will  or  can  serve  as  a  useful  tool  in  making  the  Postal 
Service  a  better  place  to  work? 

Mr.  Hicks.  Yes,  sir,  I  do  believe  it  can  and  has  already  taken 
steps  to  that  effect  with  the  evaluation  of  the  managers  on  three 
criteria.  Employee  satisfaction  is  one  of  the  major,  one  of  the  three 
goals,  three  evaluation  tools. 

Our  craft  was  a  predominant  gainer  in  the  employee  opinion  sur- 
vey, mainly  because  of  the  autonomy  we  enjoy  as  a  craft  in  doing 
our  job  and  it  shows  up  in  the  effects  of  the  survey  results. 

Mr.  McGee.  I  concur,  Mr.  Chairman. 

Mr.  Clay.  Gentlemen,  thank  you  very  much  for  your  presence 
here  today.  We  have  been  joined  by  Mr.  Boehlert.  I  realize  it  is  dif- 
ficult simply  to  walk  in,  sit  down  and  take  part. 

Mr.  Boehlert.  You  handled  it  very  well,  Mr.  Chairman. 

Mr.  Clay.  Thank  you,  sir.  Thank  you,  gentlemen.  We  are  grate- 
ful for  your  testimony  today. 

Mr.  Clay.  Our  third  panel  is  comprised  of  Moe  Biller  who  is  the 
President  of  the  American  Postal  Workers  Union,  AFL-CIO,  and 
Vince  Sombrotto,  President  of  the  National  Association  of  Letter 
Carriers,  AFL-CIO. 

Gentlemen,  welcome.  It  is  a  pleasure  to  have  you  with  us.  And 
when  you  are  ready,  we  would  invite  you  to  proceed  and  to  identify 
your  colleague  at  the  table. 

Mr.  Biller? 

STATEMENTS  OF  MOE  BILLER,  PRESIDENT,  AMERICAN  POST- 
AL WORKERS  UNION,  AFI^CIO,  ACCOMPANIED  BY  ROY 
BRAUNSTEIN,  LEGISLATIVE  DIRECTOR,  AND  MYKE  REID, 
LEGISLATIVE  ADDE;  VINCENT  SOMBROTTO,  PRESIDENT,  NA- 
TIONAL ASSOCIATION  OF  LETTER  CARRIERS,  AFI^CIO 

Mr.  Biller.  Mr.  Chairman,  members  of  the  committee,  my  name 
is  Moe  Biller  and  I  am  President  of  the  American  Postal  Workers 
Union,  AFL-CIO.  With  me  at  my  right  is  Roy  Braunstein,  the  Leg- 
islative Director,  and  in  the  room  is  Myke  Reid,  Legislative  Aid. 

We  are  at  a  critical  juncture  of  the  U.S.  Postal  Service.  Recent 
changes  affecting  the  service  have  been  unprecedented  in  scope  and 
complexity.  Over  the  next  five  years,  dramatic  changes  will  be 
made  in  the  way  Postal  Service  does  its  work. 

Restructuring.  The  American  Postal  Workers  Union  agrees  in 
principle  with  Postmaster  General  Runyan's  efforts  to  restructure 
the  United  States  Postal  Service.  Throughout  the  past  200  years, 
there  have  been  repeated  attempts  at  restructuring,  but  each  prior 
evident  was  doomed  to  failure  as  none  addressed  the  basic  issue  of 
maximizing  available  resources  and  production  processing  and  de- 
livery. 

The  real  line  with  managerial  personnel  standing  alone  offered 
no  more  than  a  shifting  of  lounge  chairs  like  on  the  sinking  Titanic. 
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The  American  Postal  Workers  Union  has  appeared  before  this  com- 
mittee on  numerous  occasions  with  a  critical  analysis  of  past  efforts 
at  restructuring.  We  stood  as  a  lone  voice  as  others  impatiently  of- 
fered their  voice  of  support  for  efforts  that  merely  shifted  costs 
with  a  slight  of  hand. 

The  record  shows  that,  upon  Mr.  Runyan's  arrival,  despite  all 
past  efforts  at  restructuring,  the  service  faced  a  deficit  in  excess  of 
$2  billion,  cyclical  postage  increases,  and  the  slowest  mail  delivery 
since  the  demise  of  the  Pony  Express.  A  ratio  of  six  productive 
workers  processing  and  delivering  mail  to  one  support  supervisory 
worker  was  a  recipe  for  failure,  no  matter  what  the  managerial 
structure. 

Mr.  Runyan's  options  were  a  continuation  of  the  past,  coupled 
with  a  public  relations  campaign  or  a  major  break  to  chart  a  new 
course.  He  chose  a  break  from  the  past  and  it  is  deserving  of  our 
patience  as  a  bureaucracy  bends  to  conform. 

Now,  for  our  concerns.  The  total  restructuring  has  not  been  com- 
pleted, so  it  is  rather  early  to  render  a  final  analysis,  but  to  date, 
the  ratio  of  bargaining  unit  to  nonbargaining  unit  employees  re- 
mains alarmingly  high  and  probably  higher  than  before  restructur- 
ing. While  40  some-odd  thousand  bargaining  unit  employees  elect- 
ed to  retire  and  have  not  been  replaced,  comparable  numbers  of 
nonbargaining  unit  employees  have  not  been  reduced. 

Career  bargaining  unit  employees  have  been  replaced  by  non- 
career  casuals  and  transitional  employees.  If  this  is  the  plan,  this 
is  not  restructuring  but  a  conscious  decision  to  rely  heavily  on  tran- 
sient noncommitted  workers  at  cheap  labor  costs. 

The  real  cost  of  this  shift  is  to  entrust  the  sanctity  of  mail  and 
postal  facilities  to  individuals  with  no  long-term  commitment  and 
often  with  a  criminal  agenda.  While  the  bottom  line  may  show  a 
lower  labor  cost,  the  associated  costs  of  attrition,  training,  service 
failures,  and  possible  criminal  activity,  will  eventually  overwhelm 
the  perceived  saving. 

The  final  restructuring  will  depend  heavily  on  individual  em- 
ployee commitment,  and  to  capture  this  commitment,  the  service 
must  radically  change  its  approach  to  motivating  productivity.  This 
historic  postal  approach  has  been  that  workers  needed  close  super- 
vision, the  threat  of  discipline  and  strict  adherence  to  orders. 

Many  supervisors  have  been  relegated  to  the  duties  of  guards 
with  their  only  purpose  to  insure  that  the  myriad  of  rules  and  reg- 
ulations were  followed  explicitly.  There  are  prisons  in  this  country 
that  are  not  as  strict  as  some  postal  facilities.  Routine  disciplinary 
suspensions  resulting  in  a  loss  of  pay  of  $2,000  would  be  viewed 
as  capital  punishment  in  Criminal  Court,  but  is  viewed  as  correc- 
tive action  in  the  Postal  Service. 

We  receive  letters  daily  of  physical,  verbal,  and  threatened  abuse 
by  supervisor  and  postmasters  who  wield  absolute  power.  The  Post- 
al Service  has  developed  a  policy  of  following  and  intimidating  em- 
ployees in  an  art  form.  Postal  inspectors  point  with  pride  at  the 
small  fraction  of  employees  caught  on  videotape  in  illegal  activity, 
but  overlook  the  message  portrayed  that  every  employee  is  suspect. 

Employees  react  by  finding  ingenuous  ways  to  circumvent  such 
suffocating  authority  and  the  results  are  stagnant  productivity  and 
service  failure.  Management  also  has  a  history  of  gimmickry  in  de- 
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veloping  employee  commitment.  Workers  respond  as  they  are  treat- 
ed. When  dignity  and  respect  are  a  part  of  employment,  workers 
will  be  productive  and  innovative. 

Cooperative  programs  designed  by  the  employer  to  maintain  ab- 
solute power  while  giving  the  perception  of  enclosure  and  decision- 
making only  delay  the  need  to  make  real  change.  The  American 
Postal  Workers  Union  is  a  bargaining  agent  for  the  employees  rep- 
resented. 

Changes  in  work  hours  and  working  conditions  can  only  occur 
through  the  traditional  bargaining  process.  This  does  not  mean 
that  there  is  not  or  will  not  be  cooperation,  but  conflicting  agendas 
must  be  addressed. 

A  restructuring  means  a  continuation  of  efforts  to  accomplish 
productivity  and  quality  goals  bypassing  the  union,  this  too  will 
fail. 

The  final  concern  is  a  strategy  mind  in  the  new  structure  which 
establishes  equals  in  competing  functions,  mail  processing  and  de- 
livery. This  often  results  in  conflicting  decisions  made  by  these 
competing  managers,  thus  making  it  extremely  more  difficult  than 
ever  before  to  resolve  grievances  and/or  problems  at  the  lowest  lev- 
els. 

Each  of  these  two  areas  is  in  competition  for  manpower,  budget, 
ego,  control,  and  space.  When  there  is  a  dispute  between  the  two, 
and  there  will  be,  there  is  no  neutral  decision-maker  to  resolve  the 
differences.  What  I  am  stating,  and  it  is  not  in  here,  is  the  separa- 
tion of  processing,  mail  processing,  and  customer  services. 

We  do  not  understand  how  such  a  system  can  be  effective,  given 
the  myriad  of  disputes  that  will  occur  in  an  industry  as  vast  as  the 
Postal  Service.  The  assertion  that  they  have  to  get  along  is  to  ig- 
nore human  nature  driven  by  the  pressures  of  performance.  We  do 
not  understand  who  is  in  charge. 

And  I  have  with  me,  and  I  will  submit  it  later,  it  is  written,  it 
is  a  statement  from  Grand  Rapids,  Michigan,  among  many  others, 
as  to  the  confusion  in  terms  of  management,  the  split  between 
processing  and  customer  services,  and  ultimately,  if  both  are  in- 
volved, who  the  final  decision-maker  is. 

In  this  case,  you  can't  even  tell  the  decision-maker  with  a  score 
card.  It  makes  it  extremely  difficult,  as  I  stated  earlier,  to  resolve 
problems  or  grievances  at  the  lowest  possible  level. 

While  I  presented  a  number  of  concerns  about  the  Postmaster 
General's  restructuring  program,  let  me  reemphasize  that  the 
American  Postal  Workers  Union  supports  Mr.  Runyan's  overall 
goals  and  we  believe  he  means  business.  Over  a  career  that  spans 
56  years,  and  I  have  worked  under  18  or  19  Postmaster  Generals, 
all  of  whom,  upon  assuming  this  important  office,  committed  them- 
selves to  changing  the  quasi-military  culture.  Of  course  this  never 
happened. 

However,  until  Mr.  Runyan's  subordinates  within  the  ranks  of 
management  get  the  message,  until  they  too  buy  into  a  new  philos- 
ophy, we  will  be  faced  with  business  as  usual.  Presently,  I  believe 
Mr.  Runyan  is  for  real. 

Let  me  also  add  that  APW  stands  foursquare  in  support  of  the 
Postmaster  General's  stated  intention  of  marketing  United  States 
postal  services  and  products  more  aggressively  than  did  his  prede- 
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cessors,  particularly  his  immediate  predecessor,  who  attempted  to 
give  away  the  store  to  the  competition. 

In  this  regard,  I  will  remind  you  of  something  Mr.  Runyan  said 
publicly  shortly  after  arriving  on  the  scene.  We  also  need  to  make 
our  products  more  customer  friendly,  end  of  quote,  he  said,  and 
find  ways  to  market  them  so  that  we  can  regain  those  who  left  us 
for  our  competitors.  To  which,  Mr.  Chairman,  APW  adds  a  vocal 
amen. 

With  reference  to  products  in  which  competition  is  permitted 
such  as  expedited  mail,  parcel  post,  et  cetera,  I  believe  the  U.S. 
Postal  Service  should  have  more  flexibility  on  rates.  Let  us  remem- 
ber that  while  these  products  are  open  to  competition  with  the  pri- 
vate sector,  the  United  States  Postal  Service  is  regulated.  There- 
fore, it  cannot  compete  effectively  with  both  hands  tied  behind  its 
back. 

I  want  to  just  take  a  few  brief  moments  on  something  that  is  not 
in  here,  and  that  is  the  violence  in  the  Postal  Service.  And  most 
recently,  an  individual,  a  motor  vehicle  operator's  truck  was  high- 
jacked in  January.  The  record  will  show  that  there  were  repeated 
complaints  by  this  individual  to  his  immediate  supervisor,  that 
went  to  the  area  manager  advising  that  individuals  who  were  sus- 
pect were  following  him. 

A  lot  of  work  has  followed  up  after  the  fact,  but  the  reality  is 
that  the  area  manager,  the  human  relations  director,  and  the  in- 
spector-in-charge,  have  not  been  punished  and  I  think  as  long  as 
that  goes  on,  these  types  of  things  will  continue.  There  have  been 
major  outcries  before.  There  are  efforts  being  made  now,  I  am  not 
certain,  to  correct  some  of  these  things,  but  I  am  not  certain  that 
if  those  who  are  responsible  are  not  penalized  that  this  will  not 
continue. 

U.S.  Postal  Service,  just  like  the  open  shop  employers  outside,  is 
now  also  attempting  to  reduce  our  health  benefits  at  a  time  when 
we  are  talking  about  national  health  care.  The  Federal  budget, 
once  again,  postal  and  Federal  employees  seem  to  be  bearing  a  dis- 
proportional  share  of  sacrifice  in  deficit  reduction  plans. 

We  are  particularly  concerned  about  efforts  to  up  the  ante  by 
cutting  costs  of  living — that  is  COLA  allowances — for  postal  and 
Federal  retirees.  When  taken  in  combination  with  other  proposals 
to  cut  pay  and  benefits,  these  COLA  cuts  will  make  it  very,  very 
difficult  to  fashion  a  total  budget  plan  which  is  fair  to  postal  work- 
ers. 

The  COLA  cut  is  unfair  because  it  treats  postal  retirees,  retire- 
ment, like  a  welfare  program  by  means  testing  benefits.  This  is 
staff  worth  the  retirement  program  and  not  a  welfare  program.  It 
treats  postal  retirees  differently  from  Social  Security  recipients, 
though  many  retirees  depend  solely  on  the  postal  retiree  COLAs  for 
inflation  protection. 

It  takes  away  a  promised  benefit.  Retirees  may  not  reopen  their 
employment  contract  on  pay  and  benefits  after  the  fact — and  the 
former  employer  should  not  either — and  double-crosses  postal  and 
Federal  employees  who  made  an  irrevocable  lifetime  decision  to 
stay  in  the  Civil  Service  retirement  system,  rather  than  to  switch 
to  the  new  FRS  that  is  integrated  with  Social  Security. 
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A  major  factor  is  that  decision  was  the  full  COLA  protection  Civil 
Service  retirement  system  provided.  Demanding  back  interest  pay- 
ments from  the  Postal  Service,  the  independent  Postal  Service  is 
supposed  to  be  operated  on  a  businesslike  basis.  Yet  the  arbitrary 
cash  cow  after  the  fact,  demand  would  never  be  legally  sustained 
in  a  business  setting. 

I  believe  that  the  cash  cow  is  being  milked,  has  already  been 
milked  dry.  This  1.041  billion  in  additional  payments  would  come 
on  top  of  a  4.68  billion  in  similar  payments  mandated  by  the  Budg- 
et Enforcement  Act  of  1990  to  be  paid  1991  through  1995.  As  a 
matter  of  fact,  over  the  last  nine  years,  I  believe  the  Postal  Service 
has  had  to  cough  into  the  Treasury  of  the  United  States  over  $9 
billion. 

These  payments  also  would  come  during  a  period  when  the  Post- 
al Service  is  adjusting  to  a  major  restructuring  which  has  reduced 
its  personnel  by  about  40-some-odd  thousand  within  a  few  months. 
These  payments  shift  this  burden  on  to  postal  ratepayers. 

It  is  a  regressive  form  of  taxation.  It  is  a  stamp  tax  that  makes 
it  more  difficult  for  the  Postal  Service  to  compete  effectively.  Cut- 
ting pavements  for  postal  revenue  that  is  foregone  because  of  the 
lower  rates  provided  for  nonprofit  mailers,  the  blind  and  the  phys- 
ically handicapped,  this  proposal  would  make  the  Postal  Service 
absorb  an  additional  $152  million  this  year,  thus  making  the  postal 
ratepayers  finance  a  social  subsidy  to  the  deserving  groups  that 
have  always  been  financed  through  general  funds. 

The  subsidy  is  a  public  cost  that  should  not  be  financed  by  mak- 
ing the  Postal  Service  less  competitive,  cutting  survivor  annuities 
and  child  survivor  eligibility.  This  proposal  would  chop  a  typical 
7,700  a  year  survivor  annuity  by  nearly  $700.  That  is  an  individual 
who  has  worked  for  30  years. 

Actually,  a  survivor  relies  solely  on  this  annuity,  that  $7,000  a 
year  would  be  $3,000  below  the  poverty  level,  would  deny  postal 
and  Federal  child  survivor  benefits  during  a  crucial  period  for 
achieving  financial  independence  between  the  ages  of  18  and  22. 

I  cannot  believe  that  a  compassionate  administration  would 
knowingly  do  this  to  widows  and  orphans. 

Mr.  Chairman,  in  closing,  one  other  item  I  want  to  add  is  the  un- 
usual and  excessive  amount  of  overtime  that  has  had  to  be  borne 
since  the  various  changes  have  been  made. 

In  closing,  we  believe  these  cuts  are-the  cuts  for  the  survivors 
and  the  annuitants  are  unfair  and  even  to  those  between  55  and 
62,  getting  no  COLA  at  all.  While  our  members  accept  doing  their 
part  in  restoring  sound  financial  footing  to  our  Nation's  economy, 
we  also  like  to  be  treated  fairly. 

We  hope  the  Congress  will  study  these  issues  during  the  rec- 
onciliation and  appropriation  process,  and  insist  that  postal  and 
Federal  employees  and  retirees  and  survivors  be  treated  with  fair- 
ness. 

I  want  to  thank  you  for  scheduling  these  hearings  and  for  invit- 
ing the  APW  to  present  our  views.  I  would  be  happy  to  answer  any 
questions  you  or  the  members  of  the  committee  might  have. 

Mr.  CLAY.  Thank  you  very  much,  Mr.  Biller. 

[The  prepared  statement  of  Mr.  Biller  follows:] 
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Prepared  Statement  of  Moe  Biller,  President, 
American  Postal  Workers  Union,  AFL-CIO 

Mr.  Chairman  and  members  of  this  Committee,  my  name  is  Moe  Biller,  and  I  am  the 
President  of  the  American  Postal  Workers  Union,  AFL-CIO  (APWU).  APWU  is  the  largest 
postal  union  in  the  world,  representing  more  than  330,000  postal  workers  throughout  the 
United  States  and  its  territories. 

We  are  at  a  critical  juncture  in  the  history  of  the  United  States  Postal  Service. 
Recent  changes  affecting  the  Postal  Service  have  been  unprecedented  in  their  scope  and 
complexity.    Over  the  next  five  years,  dramatic  changes  will  be  made  in  the  way  the  Postal 
Service  does  its  work. 

Restructuring 

The  American  Postal  Workers  Union  agrees  in  principle  with  Postmaster  General 
Runyon's  efforts  to  restructure  the  United  States  Postal  Service.  Throughout  the  past  200 
years,  there  have  been  repeated  attempts  at  restructuring,  but  each  prior  effort  was  doomed  to 
failure  as  none  addressed  the  basic  issue  of  maximizing  available  resources  to  production, 
processing  and  delivery.  The  realignment  of  managerial  personnel,  standing  alone,  offered  no 
more  than  the  shifting  of  lounge  chairs  on  the  sinking  Titanic. 

The  American  Postal  Workers  Union  has  appeared  before  this  Committee  on  numerous 
occasions  with  a  critical  analysis  of  past  efforts  at  restructuring.  We  stood  as  a  lone  voice  as 
others  impatiently  offered  their  voices  of  support  for  efforts  that  merely  shifted  costs  with  a 
sleight  of  hand.  The  record  shows  that  upon  Mr.  Runyon's  arrival,  despite  all  past  efforts  at 
restructuring,  the  Service  faced  a  deficit  in  excess  of  2  billion  dollars,  cyclical  postage 
increases    and    the    slowest    mail    delivery    since    the    demise    of    the    pony    express. 
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A  ratio  of  six  productive  workers  processing  and  delivering  mail  to  one 
support/supervisory  worker  was  a  recipe  for  failure  no  matter  the  managerial  structure.  Mr. 
Runyon's  options  were  a  continuation  of  the  past,  coupled  with  a  public  relations  campaign,  or 
a  major  break  to  chart  a  new  course.  He  chose  a  break  from  the  past  and  is  deserving  of  our 
patience  as  the  bureaucracy  bends  to  conform. 

Now  for  our  concerns.  The  total  restructuring  has  not  been  completed,  so  it  is  too  early 
to  render  a  final  analysis;  but  to  date,  the  ratio  of  bargaining  unit  to  non-bargaining  unit 
employees  remains  alarmingly  high-probably  higher  than  before  restructuring.  While  forty 
thousand  bargaining  unit  employees  elected  to  retire  and  have  not  been  replaced,  comparable 
numbers  of  non-bargaining  unit  employees  have  not  been  reduced.  Career  bargaining  unit 
employees  have  been  replaced  by  non-career  casuals  and  transitional  employees.  If  this  is 
the  plan,  this  is  not  restructuring,  but  a  conscious  decision  to  rely  heavily  on  transient,  non- 
committed  workers  at  cheap  labor  cost.  The  real  cost  of  this  shift  is  to  entrust  the  sanctity  of 
mail  and  postal  facilities  to  individuals  with  no  long-term  commitment  and  often  with  a  criminal 
agenda.  While  the  bottom  line  may  show  lower  labor  costs,  the  associated  cost  of  attrition, 
training,  service  failures  and  criminal  activity  will  eventually  overwhelm  the  perceived  savings. 

The  final  restructuring  will  depend  heavily  on  individual  employee  commitment,  and  to 
capture  this  commitment  the  Service  must  radically  change  its  approach  to  motivating 
productivity.  The  historic  postal  approach  has  been  that  workers  needed  close  supervision, 
the  threat  of  discipline  and  strict  adherence  to  orders.  Many  supervisors  had  been  relegated  to 
the  duties  of  "guards,"  with  their  only  purpose  to  insure  that  the  myriad  of  rules  and  regulations 
were  followed  explicitly.  There  are  prisons  in  this  country  that  are  not  as  strict  as  postal 
facilities.  Routine  disciplinary  suspensions  resulting  in  a  loss  of  pay  of  $2,000  would  be 
viewed  as  capital  punishment  in  criminal  court,  but  is  viewed  as  corrective  action  in  the  Postal 
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Service.  We  receive  tetters  daily  of  physical,  verbal  and  threatened  abuse  by  supervisors  and 
postmasters  who  wield  absolute  power.  The  Postal  Service  has  developed  the  policy  of 
following  and  intimidating  employees  into  an  art  form.  Postal  inspectors  point  with  pride  at  the 
small  fraction  of  employees  caught  on  videotape  in  illegal  activity,  but  overlook  the  message 
portrayed  that  every  employee  is  suspect  Employees  react  by  finding  ingenious  ways  to 
circumvent  such  suffocating  authority,  and  the  results  are  stagnant  productivity  and  service 
failures. 

Management  also  has  a  history  of  gimmickry  in  developing  employee  commitment. 
Workers  respond  as  they  are  treated.  When  dignity  and  respect  are  a  part  of  employment, 
workers  will  be  productive  and  innovative.  Cooperative  programs  designed  by  the  employer  to 
maintain  absolute  power,  while  giving  the  perception  of  inclusion  in  decision  making,  only 
delay  the  need  to  make  real  change.  The  American  Postal  Workers  Union  is  the  bargaining 
agent  for  the  employees  represented.  Changes  to  wages,  hours  and  working  conditions  can 
only  occur  through  the  traditional  bargaining  process.  This  does  not  mean  that  there  is  not  or 
will  not  be  cooperation,  but  conflicting  agendas  must  be  addressed.  If  restructuring  means  a 
continuation  of  efforts  to  accomplish  productivity  and  quality  goals  by  bypassing  the  union, 
this,  too,  will  fail. 

The  final  concern  is  the  strategy  behind  the  new  structure  which  establishes  equals  in 
competing  functions:  mail  processing  and  delivery.  This  often  results  in  conflicting 
decision-making  by  these  competing  managers,  thus  making  it  extremely  more  difficult  than 
ever  before  to  resolve  grievances  and/or  problems  at  the  lowest  levels.  Each  of  these  two 
areas  is  in  competition  for  manpower,  budget,  ego  control  and  space.  When  there  is  a  dispute 
between  the  two,  and  there  will  be,  there  is  no  neutral  decision-maker  to  resolve  the 
differences.   We  do  not  understand  how  such  a  system  can  be  effective  given  the  myriad  of 
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disputes  that  will  occur  in  an  industry  as  vast  as  the  Postal  Service.    The  assertion  that  they 
have  to  get  along  is  to  ignore  human  nature  driven  by  the  pressures  of  performance.    We  do 
not  understand  who  is  in  charge. 

While  I  have  presented  a  number  of  concerns  we  have  about  the  postmaster  general's 
restructuring  program,  let  me  reemphasize  that  the  American  Postal  Workers  Union  supports 
Mr.  Runyon's  overall  goals  and  we  believe  he  means  business.  Over  a  career  that  spans  56 
years  (May  8),  I  have  worked  under  18  or  19  Postmasters  General  -  all  of  whom  upon 
assuming  this  important  office  committed  themselves  to  changing  the  quasi-military  culture.  Of 
course,  this  never  happened.  However,  until  Mr.  Runyon's  subordinates  within  the  ranks  of 
management  get  the  message-until  they,  too,  buy  into  his  new  philosophy-we  will  be  faced 
with  business  as  usual.  Presently,  I  believe  Mr.  Runyon  is  for  real. 

Let  me  also  add  that  APWU  stands  four-square  in  support  of  Postmaster  General 
Runyon's  stated  intention  of  marketing  USPS  services  and  products  more  aggressively  than 
did  his  predecessors-particularly  his  immediate  predecessor,  Tony  Frank,  who  attempted  to 
give  away  the  store  to  the  competition.  In  this  regard  I  will  remind  you  of  something  Mr. 
Runyon  said  publicly  shortly  after  arriving  on  the  postal  scene:  "We  also  need  to  make  our 
products  more  customer  friendly,"  he  said,  "and  find  ways  to  market  them  so  that  we  can 
regain  those  who  left  us  for  our  competitors." 

To  which,  Mr.  Chairman,  APWU  adds  a  vocal  "Amen." 

With  reference  to  products  in  which  competition  is  permitted,  such  as  expedited  mail, 
parcel  post,  etc.,  I  believe  the  U.S.  Postal  Service  should  have  more  flexibility  on  rates.  Let  us 
remember  that  while  these  products  are  open  to  competition  with  the  private  sector,  the  U.S. 
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Postal  Service  is  regulated.    Therefore,  it  cannot  compete  effectively  with  both  hands  tied 
behind  its  back. 

Federal  Budget 

Once  again,  postal  and  federal  employees  seem  to  be  bearing  a  disproportionate  share 
of  sacrifice  in  deficit  reduction  plans.  We  are  particularly  concerned  about  efforts  to  "up  the 
ante"  by  cutting  cost-of-living  (COLA)  allowances  for  postal  and  federal  retirees.  When  taken 
in  combination  with  other  proposals  to  cut  pay  and  benefits,  these  COLA  cuts  will  make  it  very 
difficult  to  fashion  a  total  budget  plan  which  is  fair  to  postal  workers. 
♦  The  COLA  cut  is  unfair  because  it: 

-  treats  postal  retirement  like  a  welfare  program  by  means-testing  benefits  -  this  is  a 
staff  retirement  program,  not  a  welfare  program; 

-  treats  postal  retirees  differently  from  Social  Security  recipients  -  though  many  retirees 
depend  solely  on  their  postal  retiree  COLAs  for  inflation  protection; 

-  takes  away  a  promised  benefit  -  retirees  may  not  reopen  their  employment  "contract" 
on  pay  and  benefits  after  the  fact  and  their  former  employer  should  not  either  and 

-  double-crosses  postal  and  federal  employees  who  made  an  irrevocable  lifetime 
decision  to  stay  in  the  Civil  Service  Retirement  System  (CSRS)  rather  than  switch  to  the  new 
system  (FERS)  that  is  integrated  with  Social  Security.  A  major  factor  in  that  decision  was  the 
full  COLA  protection  CSRS  provides. 
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♦  Demanding  "back  interest"  payments  from  the  Postal  Service. 

-  The  independent  Postal  Service  is  supposed  to  be  operated  on  a  "business-like" 
basis,  yet  this  arbitrary,  "cash  cow",  after-the-fact  demand  would  never  be  legally  sustained  in 
a  business  setting. 

-  This  $1,041  billion  in  additional  payments  would  come  on  top  of  the  $4.68  billion  in 
similar  payments  mandated  by  the  Budget  Enforcement  Act  of  1990  (BEA)  to  be  paid  in  1991- 
1995. 

-  These  payments  also  would  come  during  a  period  when  the  Postal  Service  is 
adjusting  to  a  major  restructuring  which  has  just  reduced  its  personnel  by  about  40,000  within 
a  few  months. 

These  payments  shift  this  burden  onto  postal  ratepayers.  This  is  a  regressive  form  of 
taxation  and  makes  it  more  difficult  for  the  Postal  Service  to  compete. 

♦  Cutting  payments  for  postal  revenue  that  is  foregone  because  of  the  lower  rates  provided  to 
non-profit  mailers,  the  blind  and  the  physically  handicapped. 

-  This  proposal  would  make  the  Postal  Service  absorb  an  additional  $152  million,  thus 
making  postal  ratepayers  finance  the  social  subsidy  to  the  deserving  groups  that  have  always 
been  financed  through  general  funds. 

-  This  subsidy  is  a  public  cost.  It  should  not  be  financed  by  making  the  Postal  Service 
less  competitive. 
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♦  Cutting  survivor  annuities  and  child-survivor  eligibility. 

-  One  proposal  would  chop  a  typical  $7,700  survivor  annuity  by  nearly  $700,  and  the 
other  would  deny  nearly  all  postal/federal  child  survivor  benefits  during  the  crucial  period  for 
achieving  financial  independence  between  the  ages  of  18  and  22. 

Mr.  Chairman,  in  closing,  we  believe  these  cuts  are  unfair  and  ill-conceived.  While  our 
members  accept  doing  their  part  in  restoring  sound  financial  footing  to  our  nation's  economy, 
we  also  hope  to  be  treated  fairly.  We  hope  the  Congress  will  study  these  issues  during  the 
reconciliation  and  appropriations  process,  and  insist  that  postal  and  federal  employees  and 
retirees  be  treated  with  fairness. 

We  want  to  thank  you  for  scheduling  these  hearings,  and  for  inviting  APWU  to  present 
our  views.  I  would  be  happy  to  answer  any  questions  you  or  the  members  of  the  Committee 
might  have. 
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Mr.  Clay.  Mr.  Sombrotto? 

Mr.  Sombrotto.  Thank  you,  Mr.  Chairman.  My  name  is  Vincent 
R.  Sombrotto.  I  am  President  of  the  National  Association  of  Letter 
Carriers,  AFL-CIO.  On  behalf  of  the  307,000  active  and  retired 
members  of  the  NALC,  I  am  pleased  to  have  this  opportunity  to 
participate  in  your  annual  Postal  Service  oversight  hearings. 

I  will  deliver  a  prepared  statement  and  I  am  happy  to  take  ques- 
tions from  the  members  of  the  committee  as  well. 

Since  you  last  held  these  hearings,  Mr.  Chairman,  there  have 
been  dramatic  changes  at  the  United  States  Postal  Service.  At  that 
time,  Postmaster  General  Marvin  Runyon  had  yet  to  take  office 
and  implement  his  ambitious  reorganization  plan  at  the  USPS. 

What  we  saw  on  the  horizon  last  June,  was  an  opportunity  under 
new  leadership  to  continue  the  legacy  of  efficient,  low-cost  mail  de- 
livery, while  meeting  the  challenges  posed  by  the  introduction  of 
automation. 

Additionally,  we  were  hoping  for  the  election  of  a  new  President 
and  an  administration  that  would  be  more  supportive  of  the  Postal 
Service  and  its  employees  than  the  Reagan-Bush  teams  were. 

When  the  new  Postmaster  General  took  office,  we  found  someone 
who  had  experience  with  revitalizing  a  government  agency  and  the 
drive  to  begin  to  implement  changes  immediately.  Last  fall,  the 
Subcommittee  on  Postal  Operations  and  Services,  asked  the  NALC 
to  address  the  committee  concerning  our  view  of  the  Postmaster 
General's  plans. 

I  testified  at  that  hearing  that  the  NALC  would  commit  itself  to 
working  with  the  Postmaster  General  to  ensure  that  the  American 
public  continued  to  receive  the  superb  mail  service  to  which  they 
have  become  accustomed. 

Marvin  Runyon  quickly  discovered  the  many  structural  problems 
of  the  United  States  Postal  Service.  During  his  first  year,  he  ad- 
dressed a  bloated  bureaucracy  by  trying  to  make  the  structure  flat- 
ter, more  efficient,  and  responsive  to  both  employees  and  cus- 
tomers. 

He  also  quickly  learned  that  the  Postal  Service  has  a  unique 
challenge,  to  provide  universal  public  service  while  functioning  like 
a  business.  The  Postmaster  General  has  worked  hard  to  attract 
more  business  and  restore  financial  stability  to  the  United  States 
Postal  Service,  and  it  appears  that  he  has  been  successful  so  far. 

However,  there  are  potential  hazards  that  will  undo  the  gains 
made  by  reorganization  of  the  Postal  Service.  Competition  from  al- 
ternate delivery  companies  and  new  technologies  that  move  infor- 
mation and  money  electronically  are  only  a  small  part  of  the  story. 

Unfortunately,  I  must  report  that  the  most  dangerous  threat  to 
the  Postal  Service  comes  from  budget  and  policy  proposals  that  are 
put  forth  by  the  Congress  and  the  administration.  And  I  want  to 
reemphasize  that. 

You  know,  I  have  been  sitting  here  like  everybody  else  listening 
to  all  of  the  testimony,  and  much  of  it  dealt  with  the  internal  ac- 
tivities within  the  Postal  Service. 

And  I  suspect  we  all  can  know  that  each  one  would  bring  in  their 
own  particular  grievances  before  this  committee  and  their  own 
problems  before  this  committee.  But  I  submit  that  the  serious, 
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most  important  threat  to  the  Postal  Service  is  what  is  happening 
within  the  Congress  and  with  the  administration. 

The  first  threat  is  one  that  we  have  faced  before — ever  since  the 
Postal  Service  was  placed  off  budget  in  fiscal  year  1990.  Every  year 
the  administration  has  sought  to  recapture  more  money  supposedly 
for  cost  of  COLAs  and  health  benefits  for  retirees.  The  fiscal  year 

1994  budget  proposal  seeks  $367  million  a  year  from  fiscal  year 

1995  through  fiscal  year  1997,  totaling  over  a  billion  dollars,  the 
USPS  would  be  forced  to  pay  to  the  treasury. 

When  former  Postmaster  General  Frank  and  I  lobbied  for  off- 
budget  status,  we  were  told  part  of  the  agreement  must  be  reim- 
bursement of  certain  costs.  We  were  not  thrilled  to  have  to  do  this, 
but  that  was  the  way — that  was  the  cost  of  off-budget  status.  An 
amount  was  agreed  to  and  all  parties  signed  the  proverbial  dotted 
line.  And  lo  and  behold,  the  next  fiscal  year  rolls  around  and  the 
government  wants  more  money  and  the  next  year  they  want  inter- 
est on  the  money,  claiming  it  was  a  loan.  And  still  that  does  not 
ever  seem  to  stop.  The  more  you  feed  the  beast,  the  hungrier  it 
gets. 

The  second  budget  and  policy  issues  that  poses  a  tremendous 
threat  to  the  United  States  Postal  Service  is  a  failure  to  include 
full  funding  for  Revenue  Foregone  in  the  budget  resolution.  The 
past  two  years  have  produced  less  than  full  funding  with  accom- 
panying language  that  prevented  USPS  from  recouping  the  loss 
with  an  increase  in  rates  to  nonprofits.  This  was  done  knowing  full 
well  that  the  costs  would  inevitably  be  rolled  on  into  an  overall 
rate  case  down  the  line. 

I  understand  that  Congress  does  not  have  an  abundance  of 
money.  However,  Congress  created  the  Revenue  Foregone  subsidy 
and  should  continue  to  fund  it  or  at  least  exercise  the  leadership 
required  to  forge  a  compromise  between  the  mailers,  both  for-profit 
and  nonprofit,  the  Postal  Service  and  the  Congress,  that  addresses 
the  concerns  of  all  parties.  To  stick  the  Postal  Service  with  another 
billion-dollar  hit  will  have  a  devastating  impact  on  every  aspect  of 
postal  operations. 

We  understand  the  magnitude  of  the  deficit,  and  needless  to  say, 
it  is  difficult  to  raise  taxes.  However,  forcing  a  rate  increase  by 
passing  costs  on  to  the  USPS  amounts  to  nothing  less  than  a  stamp 
tax.  I  am  certain  most  of  your  constituents  will  see  it  that  way. 

The  Postmaster  General  has  predicted  some  dramatic  con- 
sequences if  the  budget  package  stands.  General  Runyon  has  pre- 
dicted that  the  rate  case  will  be  moved  up  on  the  calendar  and  that 
the  hits  to  the  USPS  could  probably  trigger  a  six-cent  postage  hike. 
Service  will  suffer.  Window  hours  will  have  to  be  reduced,  more 
rural  post  offices  will  have  to  be  closed  or  consolidated,  rural  and 
six-day  delivery  could  be  in  jeopardy. 

In  addition,  I  am  concerned  that  the  employee  and  pay  benefits 
will  be  targeted  for  cuts  during  next  year's  contract  negotiations. 

Mr.  Chairman  and  Members  of  the  committee,  for  many  of  your 
constituents  the  only  regular  contact  they  have  with  the  United 
States  Government  is  the  Postal  Service.  And  most  Americans  are 
pleased  with  their  mail  service.  To  rural  residents,  elderly  or  home- 
bound  people  and  small  businesses  a  full  service,  Postal  Service  is 
essential. 
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The  budget  proposal  put  forth  by  the  Congress  will  undoubtedly 
reduce  the  service  that  your  constituents  have  come  to  expect  and 
enjoy.  Congress  will  have  to  bear  the  responsibility  for  increased 
rates,  reduced  window  hours  and  closed  post  offices. 

I  know  the  Members  of  this  committee  understand  and  share  my 
concern.  I  urge  you  to  educate  your  colleagues  who  do  not  have 
your  insight  as  to  the  potential  dire  consequences  which  may  follow 
unless  these  proposals  are  substantially  altered  over  the  next 
weeks  and  months. 

On  every  occasion,  the  loyal  and  hard-working  employees  of  the 
Postal  Service  have  defended  the  institution  and  risen  to  face  fi- 
nancial and  competitive  threats.  We  have  increased  productivity 
and  worked  to  keep  costs  down. 

This  is  a  crucial  time  for  the  United  States  Postal  Service.  Man- 
agement and  employees  are  working  together  to  move  the  Postal 
Service  to  the  next  century.  Two  billion  dollars,  which  is  what  the 
budget  resolution  calls  for,  may  make  the  difference  between  suc- 
cess and  a  vital,  renewed  U.S.  Postal  Service,  and  failure,  the  end 
of  the  Postal  Service  to  which  we  have  grown  accustomed. 

I  urge  your  support  to  ease  this  undue  burden.  And  I  would  be 
delighted  to  respond  to  any  questions. 

[The  prepared  statement  of  Mr.  Sombrotto  follows:] 
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Prepared  Statement  of  Vincent  Sombrotto,  President, 
National  Association  of  Letter  Carriers,  AFL-CIO 

MR.  CHAIRMAN,  MY  NAME  IS  VINCENT  R.  SOMBROTTO.  I  AM 
PRESIDENT  OF  THE  NATIONAL  ASSOCIATION  OF  LETTER  CARRIERS, 
AFL-CIO.  ON  BEHALF  OF  THE  307,000  ACTIVE  AND  RETIRED 
MEMBERS  OF  THE  NALC,  I  AM  PLEASED  TO  HAVE  THE  OPPORTUNITY 
TO  PARTICIPATE  IN  YOUR  ANNUAL  POSTAL  SERVICE  OVERSIGHT 
HEARINGS.  I  WILL  DELIVER  A  PREPARED  STATEMENT  AND  I  AM 
HAPPY  TO  TAKE  QUESTIONS  FROM  THE  MEMBERS  OF  THE 
COMMITTEE  AS  WELL. 

SINCE  YOU  LAST  HELD  THESE  HEARINGS,  MR.  CHAIRMAN, 
THERE  HAVE  BEEN  DRAMATIC  CHANGES  AT  THE  UNITED  STATES 
POSTAL  SERVICE.  AT  THAT  TIME,  POSTMASTER  GENERAL  MARVIN 
RUNYON  HAD  YET  TO  TAKE  OFFICE  AND  IMPLEMENT  HIS  AMBITIOUS 
REORGANIZATION  PLAN  AT  THE  USPS.   WHAT  WE  SAW  ON  THE 
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HORIZON  LAST  JUNE  WAS  AN  OPPORTUNITY,  UNDER  NEW 
LEADERSHIP,  TO  CONTINUE  THE  LEGACY  OF  EFFICIENT,  LOW  COST 
MAIL  DELIVERY  WHILE  MEETING  THE  CHALLENGES  POSED  BY  THE 
INTRODUCTION  OF  AUTOMATION.  ADDITIONALLY,  WE  WERE  HOPING 
FOR  THE  ELECTION  OF  A  NEW  PRESIDENT  AND  AN  ADMINISTRATION 
THAT  WOULD  BE  MORE  SUPPORTIVE  OF  THE  POSTAL  SERVICE  AND 
ITS  EMPLOYEES  THAN  THE  REAGAN-BUSH  TEAMS  WERE. 

WHEN  THE  NEW  POSTMASTER  GENERAL  TOOK  OFFICE,  WE 
FOUND  SOMEONE  WHO  HAD  EXPERIENCE  WITH  REVITALIZING  A 
GOVERNMENT  AGENCY  AND  THE  DRIVE  TO  BEGIN  TO  IMPLEMENT 
CHANGE  IMMEDIATELY.  LAST  FALL,  THE  SUBCOMMITTEE  ON 
POSTAL  OPERATIONS  AND  SERVICES  ASKED  THE  NALC  TO  ADDRESS 
THE  COMMITTEE  CONCERNING  OUR  VIEW  OF  THE  POSTMASTER 
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GENERAL'S  PLANS.  I  TESTIFIED  AT  THAT  HEARING  THAT  THE  NALC 
WOULD  COMMIT  ITSELF  TO  WORKING  WITH  THE  POSTMASTER 
GENERAL  TO  ENSURE  THAT  THE  AMERICAN  PUBLIC  CONTINUED  TO 
RECEIVE  THE  SUPERB  MAIL  SERVICE  TO  WHICH  THEY  ARE 
ACCUSTOMED. 

MARVIN  RUNYON  QUICKLY  DISCOVERED  THE  MANY 
STRUCTURAL  PROBLEMS  OF  THE  UNITED  STATES  POSTAL  SERVICE. 
DURING  HIS  FIRST  YEAR  HE  ADDRESSED  THE  BLOATED 
BUREAUCRACY  BY  TRYING  TO  MAKE  THE  STRUCTURE  FLATTER, 
MORE  EFFICIENT  AND  RESPONSIVE  TO  BOTH  EMPLOYEES  AND 
CUSTOMERS.  HE  ALSO  QUICKLY  LEARNED  THAT  THE  POSTAL 
SERVICE  HAS  A  UNIQUE  CHALLENGE  -  TO  PROVIDE  A  UNIVERSAL 
PUBLIC  SERVICE  WHILE  FUNCTIONING  LIKE  A  BUSINESS.     THE 
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POSTMASTER  GENERAL  HAS  WORKED  HARD  TO  ATTRACT  MORE 
BUSINESS  AND  RESTORE  FINANCIAL  STABILITY  TO  THE  USPS.  AND 
IT  APPEARS  THAT  HE  HAS  BEEN  SUCCESSFUL,  SO  FAR. 

HOWEVER,  THERE  ARE  POTENTIAL  HAZARDS  THAT  WILL  UNDO 
THE  GAINS  MADE  BY  REORGANIZATION  OF  THE  POSTAL  SERVICE. 
COMPETITION  FROM  ALTERNATIVE  DELIVERY  COMPANIES  AND  NEW 
TECHNOLOGIES  THAT  MOVE  INFORMATION  AND  MONEY 
ELECTRONICALLY  ARE  ONLY  A  SMALL  PART  OF  THE  STORY. 
UNFORTUNATELY,  I  MUST  REPORT  THAT  THE  MOST  DANGEROUS 
THREAT  TO  THE  POSTAL  SERVICE  COMES  FROM  BUDGET  AND 
POLICY  PROPOSALS  PUT  FORTH  BY  THE  CONGRESS  AND  THE 
ADMINISTRATION. 

THE  FIRST  THREAT  IS  ONE  WE  HAVE  FACED  BEFORE  -  EVER 
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SINCE  THE  POSTAL  SERVICE  WAS  PLACED  OFF-BUDGET  IN  FISCAL 
YEAR  1990.  EVERY  YEAR  THE  ADMINISTRATION  HAS  SOUGHT  TO 
RECAPTURE  MORE  MONEY  SUPPOSEDLY  FOR  COSTS  OF  COLAS  AND 
HEALTH  BENEFITS  FOR  RETIREES.  THE  FISCAL  YEAR  1994  BUDGET 
PROPOSAL  SEEKS  $367  MILLION  A  YEAR  FROM  FISCAL  YEAR  1995 
THROUGH  FISCAL  YEAR  1997,  TOTALLING  OVER  A  BILLION  DOLLARS 
THAT  THE  USPS  WOULD  BE  FORCED  TO  PAY  TO  THE  TREASURY. 

WHEN  FORMER  POSTMASTER  GENERAL  TONY  FRANK  AND  I 
LOBBIED  FOR  OFF  BUDGET  STATUS,  WE  WERE  TOLD  PART  OF  THE 
AGREEMENT  MUST  BE  REIMBURSEMENT  OF  CERTAIN  COSTS.  WE 
WERE  NOT  THRILLED  TO  HAVE  TO  DO  THIS  BUT  THAT  WAS  THE 
COST  OF  OFF-BUDGET  STATUS.  AN  AMOUNT  WAS  AGREED  TO  AND 
ALL  PARTIES  SIGNED  ON  THE  PROVERBIAL  DOTTED  LINE.   AND  LO 
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AND  BEHOLD,  THE  NEXT  FISCAL  YEAR  ROLLS  AROUND  AND  THE 
GOVERNMENT  WANTS  MORE  MONEY  AND  THE  NEXT  YEAR  THEY 
WANT  INTEREST  ON  THE  MONEY,  CLAIMING  IT  WAS  A  LOAN.  AND 
STILL,  THIS  DOES  NOT  EVER  SEEM  TO  STOP.  THE  MORE  YOU  FEED 
THE  BEAST  THE  HUNGRIER  IT  GETS. 

THE  SECOND  BUDGET  AND  POLICY  ISSUE  THAT  POSES  A 
TREMENDOUS  THREAT  TO  THE  USPS  IS  THE  FAILURE  TO  INCLUDE 
FULL  FUNDING  FOR  REVENUE  FORGONE  IN  THE  BUDGET 
RESOLUTION.  THE  PAST  TWO  YEARS  HAVE  PRODUCED  LESS  THAN 
FULL  FUNDING  WITH  ACCOMPANYING  LANGUAGE  THAT  PREVENTED 
THE  USPS  FROM  RECOUPING  THE  LOSS  WITH  AN  INCREASE  IN 
RATES  TO  NON-PROFITS.  THIS  WAS  DONE  KNOWING  FULL  WELL 
THAT  THE  COSTS  WOULD  INEVITABLY  BE  ROLLED  INTO  AN  OVERALL 
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RATE  CASE  DOWN  THE  LINE.  I  UNDERSTAND  THAT  CONGRESS  DOES 
NOT  HAVE  AN  ABUNDANCE  OF  MONEY.  HOWEVER,  CONGRESS 
CREATED  THE  REVENUE  FORGONE  SUBSIDY  AND  SHOULD 
CONTINUE  TO  FUND  IT  OR  AT  LEAST  EXERCISE  THE  LEADERSHIP 
REQUIRED  TO  FORGE  A  COMPROMISE  BETWEEN  THE  MAILERS, 
BOTH  FOR  PROFIT  AND  NONPROFIT,  THE  POSTAL  SERVICE  AND 
CONGRESS  THAT  ADDRESSES  THE  CONCERNS  OF  ALL  PARTIES.  TO 
STICK  THE  POSTAL  SERVICE  WITH  ANOTHER  BILLION  DOLLAR  HIT 
WILL  HAVE  A  DEVASTATING  IMPACT  ON  EVERY  ASPECT  OF  POSTAL 
OPERATIONS. 

WE  UNDERSTAND  THE  MAGNITUDE  OF  THE  DEFICIT  AND 
NEEDLESS  TO  SAY  IT  IS  DIFFICULT  TO  RAISE  TAXES.  HOWEVER 
FORCING  A  RATE  INCREASE  BY  PASSING  COSTS  ON  TO  THE  USPS 
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AMOUNTS  TO  NOTHING  LESS  THAN  A  STAMP  TAX.  I  AM  CERTAIN 
MOST  OF  YOUR  CONSTITUENTS  WILL  SEE  IT  THAT  WAY.  THE 
POSTMASTER  GENERAL  HAS  PREDICTED  SOME  DRAMATIC 
CONSEQUENCES  IF  THE  BUDGET  PACKAGE  STANDS.  GENERAL 
RUNYON  HAS  PREDICTED  THE  RATE  CASE  WILL  BE  MOVED  UP  ON 
THE  CALENDAR  AND  THE  HITS  TO  THE  USPS  COULD  POSSIBLY 
TRIGGER  A  SIX  CENT  POSTAGE  HIKE.  SERVICE  WILL  SUFFER, 
WINDOW  HOURS  WILL  HAVE  TO  BE  REDUCED,  SMALL  OR  RURAL 
POST  OFFICES  WILL  HAVE  TO  BE  CLOSED  OR  CONSOLIDATED. 
RURAL  AND  SIX  DAY  DELIVERY  COULD  BE  IN  JEOPARDY.  IN 
ADDITION,  I  AM  CONCERNED  THAT  EMPLOYEE  PAY  AND  BENEFITS 
WILL  BE  TARGETED  FOR  CUTS  DURING  NEXT  YEAR'S  CONTRACT 
NEGOTIATIONS. 
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MR.  CHAIRMAN  AND  MEMBERS  OF  THE  COMMITTEE,  FOR  MANY 
OF  YOUR  CONSTITUENTS  THE  ONLY  REGULAR  CONTACT  THEY  HAVE 
WITH  THE  UNITED  STATES  GOVERNMENT  IS  THE  POSTAL  SERVICE. 
AND  MOST  AMERICANS  ARE  PLEASED  WITH  THEIR  MAIL  SERVICE. 
TO  RURAL  RESIDENTS,  ELDERLY  OR  HOMEBOUND  PEOPLE,  AND 
SMALL     BUSINESSES     A     FULL-SERVICE     POSTAL     SERVICE     IS 
ESSENTIAL.        THE    BUDGET    PROPOSAL    PUT    FORTH    BY    THE 
CONGRESS  WILL  UNDOUBTEDLY  REDUCE  THE  SERVICE  THAT  YOUR 
CONSTITUENTS  HAVE  COME  TO  EXPECT  AND  ENJOY.    CONGRESS 
WILL  HAVE  TO  BEAR  THE  RESPONSIBILITY  FOR  INCREASED  RATES, 
FOR  REDUCED  WINDOW  HOURS  AND  CLOSED  POST  OFFICES.     I 
KNOW  THE  MEMBERS  OF  THIS  COMMITTEE   UNDERSTAND  AND 
SHARE  MY  CONCERN.  I  URGE  YOU  TO  EDUCATE  YOUR  COLLEAGUES 
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WHO  DO  NOT  HAVE  YOUR  INSIGHT  AS  TO  THE  POTENTIALLY  DIRE 
CONSEQUENCES  WHICH  MAY  FOLLOW,  UNLESS  THESE  PROPOSALS 
ARE    SUBSTANTIALLY    ALTERED    OVER    THE    NEXT    WEEKS    AND 
MONTHS. 

ON  EVERY  OCCASION  THE  LOYAL  AND  HARDWORKING 
EMPLOYEES  OF  THE  POSTAL  SERVICE  HAVE  DEFENDED  THE 
INSTITUTION  AND  RISEN  TO  FACE  FINANCIAL  AND  COMPETITIVE 
THREATS.  WE  HAVE  INCREASED  PRODUCTIVITY  AND  WORKED  TO 
KEEP  COSTS  DOWN.  THIS  IS  A  CRUCIAL  TIME  FOR  THE  USPS. 
MANAGEMENT  AND  EMPLOYEES  ARE  WORKING  TOGETHER  TO  MOVE 
THE  POSTAL  SERVICE  TO  THE  NEXT  CENTURY.  TWO  BILLION 
DOLLARS,  WHICH  IS  WHAT  THE  BUDGET  RESOLUTION  CALLS  FOR, 
MAY  MAKE  THE  DIFFERENCE  BETWEEN  SUCCESS  AND  A  VITAL, 

10 


282 
RENEWED  USPS,  AND  FAILURE  -  THE  END  OF  THE  POSTAL  SERVICE 
TO  WHICH  WE  HAVE  GROWN  ACCUSTOMED.  I  URGE  YOUR  SUPPORT 
TO  EASE  THIS  UNDUE  BURDEN. 


11 
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Mr.  Clay.  Thank  you  very  much. 

We  are  really  coming  right  down  to  the  wire  here.  Let  me  at  this 
point  mention  that  Barbara  Rose  Collins  had  asked  that  a  state- 
ment be  made  a  part  of  the  record  in  her  absence.  Without  objec- 
tion, we  will  do  that. 

[The  prepared  statement  of  Hon.  Barbara-Rose  Collins  follows:] 
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Prepared  Statement  of  Hon.  Barbara-Rose  Collins,  a  Representative  in 
Congress  From  the  State  of  Michigan 

GOOD  MORNING. 

MR.  CHAIRMAN,  IT  IS  MY  SINCERE  PLEASURE  TO  JOIN  YOU  AND  THE 
OTHER  DISTINGUISHED  MEMBERS  OF  THE  POST  OFFICE  AND  CIVIL  SERVICE 
COMMITTEE,  WHO  ARE  PRESENT  HERE  TODAY,  IN  WELCOMING  THE  VARIOUS 
REPRESENTATIVES  OF  THE  POSTAL  EMPLOYEE  ORGANIZATIONS,  FOR  THIS 
PARTICULAR  OVERSIGHT  HEARING  ON  ISSUES  OF  CONCERN  TO  THE  EMPLOYEES 
OF  THE  POSTAL  SERVICE. 

IT  IS  APPARENT  THAT  THE  LOYAL  AND  DEDICATED  EMPLOYEES  OF  THE 
POSTAL  SERVICE  HAVE  BEEN  AND  CONTINUE  TO  BE  DEEPLY  AFFECTED  BY  THE 
RECENT  "RESTRUCTURING"  OF  THE  POSTAL  SERVICE. 

AS  CHAIR  OF  THE  SUBCOMMITTEE  ON  POSTAL  OPERATIONS  AND 
SERVICES,  AND  PERSONALLY,  AS  A  FORMER  POSTAL  EMPLOYEE,  I  HAVE  A 
SPECIAL  INTEREST  IN  HEARING  FROM  YOU  ON  YOUR  PERSPECTIVES,  AS  TO 
THE  EFFECTS  THIS  "RESTRUCTURING"  HAS  HAD  ON  EMPLOYEE  MORAL^ 
MOTIVATION  AND  PRODUCTIVITY. 

CLEARLY,  IF  THE  HUMAN  ELEMENT  HAS  BEEN  OVERLOOKED  OR  EVEN 

COMPROMISED,  DURING  THE  "RESTRUCTURING"  PROCESS  UNDOUBTEDLY,  THE 

QUALITY  OF  POSTAL  OPERATIONS  AND  CUSTOMER  SERVICE  WILL  ULTIMATELY 

V 
SUFFER,  POSSIBLE  IN  THE  SHORT-TERM  AND  MOST  CERTAINLY,  IN  THE 

LONG-TERM. 
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MOREOVER,  I  WILL  BE  ADDITIONALLY  INTERESTED  IN  LEARNING  JUST 
HOW  MUCH  INPUT  THE  REPRESENTATIVES  OF  THE  POSTAL  WORKERS  HAD,  IN 
THE  POSTAL  "RESTRUCTURING"  DECISION  MAKING  PROCESS. 

OF  EQUAL  INTEREST  TO  ME,  IS  THE  ASSURANCE  THAT  THERE  HAS  BEEN 
AND  CONTINUES  TO  BE  THE.  STRICT  COMPLIANCE  WITH  ESTABLISHED  LAWS  AND 
REGULATIONS  DESIGNED  TO  PROTECT  THE  RIGHTS  OF  POSTAL  EMPLOYEES. 

WHILE  WE  ALL  SUPPORT  A  STRONGER,  MORE  EFFICIENT,  COST- 
EFFECTIVE  AND  COMPETITIVE  POSTAL  SERVICE,  WE  MUST  BE  EVER  SO 
CAREFUL  NOT  TO  IGNORE  OR  INFRINGE  UPON  THE  RIGHTS  OF  POSTAL 
EMPLOYEES . 

IN  CONCLUSION,  MR.  CHAIRMAN,  AS  CONGRESS  ATTEMPTS  TO  ADDRESS 
THE  NUMEROUS  CONCERNS  OF  INTEREST  TO  POSTAL  WORKERS  AS  WELL  AS  ALL 
OTHER  SEGMENTS  OF  THE  NATION'S  WORKFORCE — WHILE  ENDORSING  THE 
PRESIDENT'S  SINCERE  ATTEMPT  TO  REDUCE  THE  EVER  GROWING  FEDERAL 
DEFICIT — I  AM  CONFIDENT  THAT  THIS  COMMITTEE  WILL  CONTINUE  IN  IT'S 
COMMITMENT  TO  THE  NOTION,  THAT  NO  SINGLE  SEGMENT  OF  OUR  SOCIETY 
SHOULD  BEAR  THE  TOTAL  BURDEN  OR  BE  PREPARED  TO  MAKE  ALL  THE 
SACRIFICES  THAT  MAY  BE  NECESSARY  TO  BEGIN  RESOLVING  THESE  CONCERNS. 

MR.  CHAIRMAN,  COMMITTEE  MEMBERS,  I  WHOLEHEARTEDLY  EMBRACE  THAT 
NOTION.   THANK  YOU,  MR.  CHAIRMAN 
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Mr.  Clay.  Mr.  Boehlert,  you  haven't  had  a  chance  to  comment. 
Let  me,  before  we  get  a  journal  vote  here,  just  turn  to  you  and  see 
whether  there  is  anything  you  would  like  to  ask  or  discuss  at  this 
point. 

Mr.  Boehlert.  Thank  you,  Mr.  Chairman. 

I  am  pleased  to  be  here  and  I  want  to  thank  our  two  expert  wit- 
nesses for  their  testimony.  I  am  a  new  Member  of  this  committee 
but  a  veteran  in  the  Congress,  and  one  of  the  reasons  I  am  on  this 
committee  is  because  I  agree  with  your  assessment.  Most  of  the 
workers  of  America,  the  letter  carriers,  employ  a  very  valuable 
public  service.  They  are  underappreciated,  and  I  want  to  be  here 
to  let  you  know  that  I  am  among  those  that  appreciate  the  services 
they  perform. 

I  do  have  a  specific  question,  if  I  may,  Mr.  Chairman,  to  Mr.  Bill- 
er. 

What  is  happening  with  the  consolidation  of  the  Postal  Daily 
Center  in  New  York  City? 

Mr.  Biller.  Well,  they  are  actually  closing  it  down  by  July  1. 
Some  people  have  been  given  incentives.  Others  have  to  pack  up 
and  go  to  San  Bruno,  California,  or  Minneapolis,  and  we  have  been 
meeting  with  the  Postal  Service  for  several  months  and  gotten 
about  just  as  good  an  agreement  we  could  get,  but  we  were  unable 
to  keep  it  open. 

Mr.  Boehlert.  Are  there  going  to  be  any  opportunity  for  those 
workers  to  remain  local  or  are  they  all  going  to  go  scatter  to  the 
winds? 

Mr.  BlLLER.  No,  some  had  opportunities  to  remain  in  the  local 
area.  Others,  of  course,  have  taken  advantage  of  incentives  where 
they  are  able  to,  and  others  will  be  going  to  other  places,  yes.  And 
we  are  concerned  about  it.  We  have  been. 

We  met  with  the  Postal  Service  any  number  of  times,  but  that 
decision  was  made.  And  this  is  quite  typical  of  what  happens  any- 
way. You  make  a  decision,  management  makes  a  decision,  and  then 
they  want  to  talk  about  it  after  the  fact.  And  so  you  still  wind  up 
with  the  short  end  of  the  stick.  That  hasn't  changed. 

Mr.  Boehlert.  One  further  question,  if  I  may,  Mr.  Chairman. 

Mr.  Biller.  I  have  got  a  similar  thing  going  on  in  the  mail 
equipment  shop  here  in  Washington,  D.C.,  probably  about  150  em- 
ployees that  we  have  been  talking  to  them  now  for  several  months. 
The  picture  isn't  clear,  but  these  are  like  98  percent  minority  em- 
ployees and  it  happens  to  be  a  good  job  for  them  in  Washington, 
D.C.  And  the  efforts  there  again,  either  to  close  it  down  or  to  con- 
tract it  out. 

Mr.  Boehlert.  Well,  thank  you. 

The  other  question  I  wanted  to  ask  you,  though,  it  disturbs  me 
to  think  about  the  government  reneging  on  a  contract  when  we 
deal  with  something  like  the  COLAs  for  our  retirees. 

I  am  wondering  what  you  would  think  about  a  proposal,  since 
maybe  we  ought  to  have  an  open  season  again  and  let  those  em- 
ployees who  feel  they  are  getting  the  short  end  of  the  stick,  change 
their  system  and  go  over  to  the  FERS  program,  for  example. 

Mr.  Biller.  Well,  those  people  have  made  their  choices  before 
and  they  made  it  in  good  faith.  I  think  the  job  of  the  United  States 


287 

Government  is  to  keep  its  good  faith  with  the  employees  who  made 
that  decision. 

Mr.  BOEHLERT.  I  agree  with  you,  but  if  we  don't  have  the  votes 
to  keep  it— I  am  there  to  keep  the  faith,  I  agree  with  you.  The 
COLA  I  think  is  salaried.  I  think  we  have  got  to  protect  it. 

Mr.  Biller.  I  agree  completely. 

Mr.  BOEHLERT.  But  supposing  we  are  not  able  to  do  so,  do  you 
think  we  ought  to  have  another  open  season? 

Mr.  Biller.  I  wouldn't  have  a  problem  if  they  have  an  open  sea- 
son, but  what  would  that  do?  Because  if  the  employee  decided  not 
to  make  that  choice,  you  say,  tough  luck,  too  bad. 

Mr.  Boehlert.  Mr.  Sombrotto,  do  you  have  any  observation  on 
that? 

Mr.  Sombrotto.  Well,  the  only  observation  is  that  the  new  FERS 
system  in  time  is  going  to  replace  the  old  Civil  Service  system.  And 
that  is  happening  at  an  accelerated  rate,  and  I  think  that  that  will 
take  care  of  itself  in  time. 

Mr.  Boehlert.  Okay,  okay.  Thank  you  very  much. 

Thank  you,  Mr.  Chairman. 

Mr.  Clay.  Thank  you. 

Let  me  just  by  way  of  comment  mention  that  clearly  this  commit- 
tee, both  through  its  current  Chairman  and  Ranking  Member,  as 
well  as  and  previous  Chairman  and  Ranking  Member,  have  sup- 
ported the  integrity  of  the  agreements  that  have  gone  before.  And 
while  we  have  not  always  carried  the  day,  I  think  it  is  fair  to  say 
that  we  tried  to  maintain  the  quality  of  the  agreements  that  have 
preceded  where  we  stand  today,  and  I  would  hope  that  we  will  con- 
tinue to  do  that  in  the  future. 

As  far  as  health  care  goes,  it  is  difficult  to  predict  what  is  going 
to  be  produced  in  the  course  of  the  next  few  weeks.  I  think  it  is 
the  hope  of  many  that  rather  than  dismantling  systems  that  work 
well,  any  proposal  submitted  will  be  compatible  with  sustaining 
those  systems  as  much  as  possible.  Preserving  those  things  that 
work  well  is  going  to  be  an  important  part  of  any  undertaking  that 
we  face. 

Finally,  just  let  me  observe  that  I  appreciate  the  comments  about 
the  importance  of  forging  a  compromise  on  Revenue  Foregone.  It 
may  not  be  possible  to  do  all  things  and  be  all  things  to  all  people, 
but  a  responsible  compromise  is  critical  to  avoiding  trying  to  use 
those  dollars  to  balance  the  budget  unfairly  on  the  backs  of  Postal 
Service  and  its  employees. 

Let  me  just  ask  a  couple  questions  that  I  have  asked  before.  Can 
you  comment  upon  the  patterns  of  reliance  on  use  of  overtime  since 
the  beginning  of  this  restructuring  process  and  where  you  think 
that  is  heading? 

Mr.  Biller.  Well,  we  don't  know  where  it  is  headed.  It  is  cer- 
tainly costing  a  lot  of  money  and  there  is  just  a  limit  to  how  much 
human  beings  can  do  or  endure.  And  I  think  we  are  at  the  point 
where  our  people  are  complaining  bitterly  about  it. 
Mr.  Clay.  Mr.  Sombrotto? 

Mr.  Sombrotto.  Well,  of  course,  overtime  is  not  a  way  to  run 
any  organization.  I  mean,  it  has  an  insidious  application  in  that 
particularly  when  employees  get  used  to  working  large  amounts  of 
overtime,  increases  their  paychecks  to  a  great  degree,  and  when 
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they  go  back  to  not  working  overtime,  they  will  have  found  that 
they  created  a  lifestyle  based  on  a  check  that  they  may  anticipate 
will  continue  to  come  and  which  won't  come.  So  that  in  itself  is 
something  that  concerns  us. 

And  beyond  it,  the  fact  that  there  are  many,  many  other  factors 
that  can  be  attributable  directly  to  overtime,  such  as  injuries  on 
jobs,  sickness,  absenteeism,  all  of  these  things,  tension  that  is  cre- 
ated because  people  get  uptight  as  they  become  depleted  in  terms 
of  their  energy.  So  obviously  we  are  very  concerned  about  the  use 
of  overtime  to  the  extent  that  it  has  been.  It  is  almost  9  percent 
of  total  work  hours  in  the  last  accounting  period.  So  that  is  some- 
thing that  we  are  all  concerned  about. 

Mr.  Clay.  In  that  sense,  overtime  is  not  really  so  much  a  solu- 
tion to  a  problem,  but  a  symptom  of  a  greater  problem? 

Mr.  SOMBROTTO.  No,  it  is  a  symptom,  but  it  also  creates  other 
problems,  and  that  in  the  long-term  which  become  even  worse  than 
the  original  problem. 

Mr.  Clay.  Could  I  ask  you  to  comment  on  the  idea  that  I  men- 
tioned earlier  about  the  $2  million  shortfall  producing  the  potential 
for  a  six-cent  increase? 

I  mean,  I  understood  what  some  of  the  previous  commentators 
were  saying,  but  it  really  didn't  go  at  the  question  of  whether  or 
not  that  $2  billion  would  by  itself  create  the  requirement  for  a  six- 
cent  first-class  rate  increase. 

Mr.  BiLLER.  Well,  I  suspect  that  would  depend  on  the  presen- 
tation of  the  postal  service's  case  to  the  rate  commission.  As  you 
know,  this  has  been  an  ongoing  saga  forever,  something  we  don't 
really  control.  But  I  think  he  is  on  course  anyway.  It  was  indicated 
by  the  previous  people  testifying,  that  in  addition  Postal  Service 
does  lose  business. 

Of  course,  I  still  think  we  take  a  bum  rap  every  time.  Prices  go 
up  a  lot  of  other  places  and,  well,  right  now  the  airlines  are  being 
kind  about  giving  some  money  back  after  they  bilked  everybody. 

I  still  say  despite  my  criticism  the  Postal  Service  does  the  best 
job  of  any  service.  Moreover,  talking  about  people  who  stand  on 
lines,  you  go  to  the  airport,  you  will  find  out,  try  to  go  to  your  bank 
during  your  lunch  period,  that  is  already  gone. 

And  it  is  a  sad  commentary  on  what  is  going  on  in  the  United 
States  of  America,  but  actually,  he  may  be  on  target.  He  will  have 
to  present  this  case.  Should  that  be  the  case,  however,  I  think  the 
Congress  of  the  United  States  ought  to  look  at  that  rather  seri- 
ously, not  indicating  that  you  are  looking  at  it  blindly,  but  when 
you  just  go  to  add  up  the  ordinary  arithmetic,  I  am  sure  there  are 
dynamics  in  here  too. 

And  I  hope  as  you  are  thinking  this  out,  that  the  Congress  will 
also  give  again  more  due  consideration  to  survivors,  widows  and  or- 
phans. It  just  doesn't  look  right.  It  is  something  the  previous  ad- 
ministration could  not  achieve,  and  the  present  administration  is 
trying  to  achieve  that,  including  its  diet  COLA  to  those  between  55 
and  62. 

Mr.  Clay.  Thank  you. 

Mr.  Sombrotto? 

Mr.  Sombrotto.  In  terms  of  the  postage  rate  increase,  I  guess 
you  can  go  in  a  straight  line  and  analyze  just  what  one  cent  in- 
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crease  in  postal  rates  across  the  board  generates.  And  I  think  the 
number  is  about  1.2  billion.  But  I  think  there  are  other  factors  that 
are  rolled  in,  not  the  least  of  which  is  to  anticipate  the  diminution 
of  volume. 

And  also,  there  are  other  factors  that  lead  to  a  postage  rate  in- 
crease beyond  that,  because  now  we  are  just  not  dealing  with  this 
year  and  next  year,  because  if  this  continues  we  are  going  to  go  on 
into  the  out  years,  and  there  is  no  way  that  the  Postal  Service  can 
absorb  those  kind  of  hits  that  the  Congress  has  been  inflicting 
upon  them. 

You  know,  one  of  the  things  that  concerns  me  is  that — and  it  is 
not  our  job,  I  mean,  as  representative  of  men  and  women  who 
work,  trade  unionists — it  is  not  our  job  to  talk  about  others  losing 
jobs  or  taking  jobs  away.  Our  job  is  to  try  to  create  better  work  op- 
portunities for  individuals  so  that  they  can  create  an  opportunity 
to  contribute  to  the  common  good  of  all,  to  support  their  families 
and  be  contributing  citizens. 

And  in  the  Postal  Service,  all  of  us  that  work  in  the  Postal  Serv- 
ice have  to  make  a  commitment  to  make  this  Postal  Service  work. 
And  sometimes  it  just  bothers  me  that  I  have  to  hear  people  con- 
tinuously talk  about  their  own  problems,  about  promotions  and  get 
better  jobs.  And  we  are  talking  about  sustaining  a  Postal  Service 
that  needs  all  the  help  it  can  get  and  not  to  be  self-serving. 

I  mean,  you  are  looking  at  two  unions  that  are  sitting  at  this 
table,  that  in  the  last  four  years  have  reduced  the  number  of  people 
that  work  in  our  crafts  by  over  70,000  people.  But  we  don't  come 
here  whining  and  crying  about  that. 

We  don't  talk  about  that  how  many  less  people  that  work  in  the 
Postal  Service  that  were  members  of  our  union.  We  are  here  be- 
cause if  that  will  ultimately  benefit  the  whole  institution,  make  it 
a  better  service  to  the  American  public,  then  make  it  a  more  effi- 
cient Postal  Service,  well,  you  know,  what  can  we  say  about  it.  But 
it  just — it  is  like  me  coming  here  saying,  Well,  we  should  have  an- 
other 50-  or  60,000  people  working  because  that  would  be  good  for 
us,  but  the  heck  if  it  destroys  the  Postal  Service. 

So  when  I  hear  people  complain  about  whether  they  are  going  to 
get  promotions  or  whether  the  best  qualified  people,  if  you  follow 
that  line  up,  it  starts  with  us  talking  about  the  abuse  we  receive 
from  the  supervisor.  The  supervisor  talking  about  that  he  doesn't 
have  a  postmaster  that  is  attentive  to  his  problems,  and  then  the 
postmaster's  complaining  about  upper  management,  that  nobody's 
listening  to  them,  and  then  when  you  get  to  the  highest,  it  gets  up 
to  the  Postmaster  General,  I  guess  he  looks  up  to  God  and  says, 
What  are  you  doing  to  me? 

But  you  know  this  is  a — it  just  sometimes  it  is  almost  a  catharsis 
that  we  go  through  when  we  come  to  these  committee  hearings. 
And  I  wish  we  would  have  more  concentration  on  what  we  can  all 
do  together  as  committed  postal  employees  and  members  of  the  in- 
stitution to  make  it  better  working  in  cooperation  if  they  want. 

Now,  we  don't  have  to  agree,  I  don't  talk  about  grievance,  we  will 
take  care  of  our  problems,  we  have  mechanisms  internally  that 
deal  with  that.  What  we  ask  you  to  do  as  a  Congress  is  not  to  make 
it  impossible  for  us  to  function  by  doing,  you  know,  what  you  are 
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doing  in  terms  of  revenue  forgone  and  the  hits  on  COLAs  and  retir- 
ees. 

The  other  matters  that  were  brought  up,  that  are  deeply,  of  deep 
concern  to  us  and  the  people  we  represent,  particularly  retirees  and 
survivor  annuitants,  when  it  comes  to  health  benefits,  when  it 
comes  to  their  COLAs  and  all  the  rest,  we  will  be  at  your  doorstep 
continuously  making  our  case. 

But  as  the  Postal  Service  as  an  institution,  we  want  to  con- 
centrate and  we  need  your  help  to  make  sure  that  when  we  get  to 
a  bargaining  table  next  year,  somebody  doesn't  say,  Well,  the  Con- 
gress did  this  to  you,  we  didn't  have  anything — the  Postal  Service 
management  is  really  handcuffed  by  what  Congress  has  done  to 
you. 

Mr.  Clay.  I  am  confident  that  you  are  speaking — when  you  say 
you  and  the  Congress — you  are  speaking  in  the  largest  collective 
sense. 

Mr.  SOMBROTTO.  Oh,  yes,  I  don't  mean  that  as  personal.  I  am 
talking  about 

Mr.  Clay.  I  don't  take  it  personally,  but  clearly  the  work  that 
this  committee  has  done  over  the  years  has  tried  to 

Mr.  SOMBROTTO.  Well,  we  couldn't  be  more  enthused  and  appre- 
ciative of  the  kind  of  committee  we  have  had  in  terms  of  the  Post 
Office  and  Civil  Service  Committee.  That  is  not  our  problem.  Our 
problem  is  that  your  wisdom  is  not  inculcating  the  minds  of  the 
other  Representatives  within  the  Congress. 

Mr.  CLAY.  We  share  your  frustration  in  that  regard,  and  are 
grateful  for  the  articulate  way  in  which  both  of  you  gentlemen  have 
given  voice  to  those  shared  frustrations  and  those  snared  concerns. 

Clearly,  the  kinds  of  pressures  that  are  being  felt  all  up  and 
down  throughout  the  whole  spectrum  of  talent  and  skills  that  make 
up  the  U.S.  Postal  Service  is  reflective  of  a  kind  of  change  that  is 
really  at  the  leading  edge  of  what  is  going  on  other  places  in  soci- 
ety. If  we  cannot  learn  how  to  solve  these  problems  within  this  vast 
but  nonetheless  relatively  controlled  environment,  then  we  have  lit- 
tle hope  of  being  able  to  do  it  more  broadly  within  society  at  large. 

We  are  learning  some  important  lessons,  and  let's  hope  that  we 
have  the  wisdom  to  act  on  them  appropriately. 

Thank  you  very  much  for  being  here  today. 

If  there  is  no  further  business  to  come  before  us,  we  stand  ad- 
journed. 

[Whereupon,  at  12:10  p.m.,  the  committee  was  adjourned. 1 
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House  of  Representatives, 
Committee  on  Post  Office  and  Civil  Service, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  10:30  a.m.,  in  room 
2154,  Rayburn  House  Office  Building,  Hon.  William  L.  Clay  [chair- 
man of  the  committee]  presiding. 

Members  present:  Representatives  Clay,  Ackerman,  Sawyer,  Nor- 
ton, Collins,  Watt,  Laughlin,  Hastings,  Wynn,  Myers,  Gilman, 
Young,  Morella,  Bishop,  and  Ridge. 

Mr.  Clay.  This  is  the  fourth  of  the  five  Postal  oversight  hearings 
for  1993. 

We  welcome  our  witness  today,  Postmaster  General  Marvin  Run- 
yon.  Last  September,  Mr.  Runyon  appeared  before  us  as  his  re- 
structuring plan  was  just  beginning.  Today  we  hope  to  hear  about 
the  results  of  his  restructuring.  We  also  hope  to  hear  about  budget 
cuts  which  will  affect  the  Postal  Service. 

In  1970,  when  Congress  created  the  Postal  Service,  a  law  was  de- 
signed to  allow  the  Postal  Service  to  be  managed  more  like  a  busi- 
ness than  a  government  agency.  But  the  Postal  Service  is  not  just 
a  business,  it's  a  basic  and  fundamental  service  provided  to  the 
people  by  the  government  of  the  United  States.  As  part  of  the 
President's  deficit  reduction  budget  proposal,  the  revenue  forgone 
appropriations  would  be  dramatically  reduced.  The  Postal  Service 
claims  this  will  cost  $1  billion.  It  would  also  require  the  Postal 
Service  to  reimburse  the  Treasury  $1  billion  for  retiree  COLAs  and 
health  benefits.  The  budget  resolution  assumes  those  savings.  The 
Committee  is  working  with  all  parties  involved  to  solve  the  revenue 
forgone  appropriations  problem  so  that  the  Postal  Service  will  not 
have  the  $1  billion  revenue  forgone  burden. 

The  1990  Omnibus  Budget  Reconciliation  Act  ended  the  need  for 
the  Postal  Service  to  reimburse  the  Treasury  for  retiree  COLAs 
and  health  benefits.  Last  year,  I  raised  a  point  of  order  on  the 
Treasury  Postal  Service  Appropriations  Bill  to  strike  a  similar  $1 
billion  payment.  This  Committee  is  sympathetic  with  the  Postal 
Service,  but  in  the  budget  resolution  we  must  produce  those  sav- 
ings within  our  jurisdiction.  The  $1  billion  payment,  although 
large,  represents  only  two  percent  of  one  year's  budget  for  the  Post- 
al Service.  According  to  our  calculations,  it  does  not  represent  a 
five  to  six  cent  First  Class  rate  increase.  It  does  not  represent  the 
loss  of  45,000  jobs.  However,  it  does  represent  sacrifice,  a  sacrifice 
we  would  all  hope  to  avoid.  Hopefully,  we  will  gather  some  ideas 
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today  on  how  the  Committee  can  find  other  ways  to  save  that  $1 
billion. 

In  regard  to  Postal  restructuring,  some  results  have  been  favor- 
able. Mail  delivery  is  improving  as  is  customer  satisfaction.  The 
Christmas  mailing  season  was  a  success. 

Unfortunately,  some  results  of  restructuring  have  not  been  favor- 
able and  I'm  quite  disturbed  by  the  preliminary  results  showing 
Postal  Service  Headquarters  to  be  more  male  and  more  white  than 
it  was  before  Mr.  Runyon's  implementation  of  his  downsizing  plan. 
It  appears  that  the  Postal  Service's  Office  of  Diversity,  which  was 
created  with  great  fanfare,  does  not  have  the  authority  to  prevent 
downsizing  from  becoming  an  excuse  to  reduce  women  and  minori- 
ties in  the  work  place.  Today  I  hope  to  hear  of  plans  to  reverse  this 
situation. 

[The  prepared  statement  of  Hon.  William  L.  Clay  follows:] 
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PREPARED  STATEMENT  OF  HON.  WHXIAM  L.  CLAY.  A  REPRESENTATIVE  IN  CONGRESS 
SPARED  o  A   *«  FR0M  the  STATE  OF  MISSOURI 


GOOD  MORNING.    TfflS  IS  THE  FOURTH  OF  THE  FIVE  POSTAL 
OVERSIGHT  HEARINGS  FOR  1993.    WE  WELCOME  OUR  WITNESS  TODAY, 
POSTMASTER  GENERAL  MARVIN  RUNYON.    LAST  SEPTEMBER  MR.  RUNYON 
APPEARED  BEFORE  US  AS  HIS  RESTRUCTURING  PLAN  WAS  JUST  BEGINNING. 
TODAY  WE  HOPE  TO  HEAR  ABOUT  THE  RESULTS  OF  HIS  RESTRUCTURING.    WE 
ALSO  HOPE  TO  HEAR  ABOUT  BUDGET  CUTS  WHICH  WILL  AFFECT  THE  POSTAL 
SERVICE. 

IN  1970  WHEN  CONGRESS  CREATED  THE  POSTAL  SERVICE,  THE  LAW 
WAS  DESIGNED  TO  ALLOW  THE  POSTAL  SERVICE  TO  BE  MANAGED  MORE  LIKE 
A  BUSINESS  THAN  A  GOVERNMENT  AGENCY.    BUT  THE  POSTAL  SERVICE  IS 
NOT  JUST  A  BUSINESS;  IT  IS  A  "BASIC  AND  FUNDAMENTAL  SERVICE 
PROVIDED  TO  THE  PEOPLE  BY  THE  GOVERNMENT  OF  THE  UNITED  STATES". 

AS  PART  OF  THE  PRESIDENT'S  DEFICIT  REDUCTION  BUDGET  PROPOSAL 
REVENUE  FORGONE  APPROPRIATIONS  WOULD  BE  DRAMATICALLY  REDUCED. 
THE  POSTAL  SERVICE  CLAIMS  THIS  WILL  COST  $1  BILLION.    IT  WOULD  ALSO 
REQUIRE  THE  POSTAL  SERVICE  TO  REIMBURSE  THE  TREASURY  $1  BILLION 
FOR  RETIREE  COLAS  AND  HEALTH  BENEFITS.    THE  BUDGET  RESOLUTION 
ASSUMES  THOSE  SAVINGS.    THE  COMMITTEE  IS  WORKING  WITH  ALL  PARTIES 
INVOLVED  TO  SOLVE  THE  REVENUE  FORGONE  APPROPRIATIONS  PROBLEM,  SO 
THAT  THE  POSTAL  SERVICE  WILL  NOT  HAVE  THE  $1  BILLION  REVENUE 
FORGONE  BURDEN. 

THE  1990  OMNIBUS  BUDGET  RECONCILIATION  ACT  ENDED  THE  NEED 
FOR  THE  POSTAL  SERVICE  TO  REIMBURSE  THE  TREASURY  FOR  RETIREE 
COLAS  AND  HEALTH  BENEFITS.    LAST  YEAR  I  RAISED  A  POINT  OF  ORDER  ON 
THE  TREASURY,  POSTAL  SERVICE  APPROPRIATIONS  BILL  TO  STRIKE  A 
SIMILAR  $1  BILLION  PAYMENT.    THIS  COMMITTEE  IS  SYMPATHETIC  WITH  THE 
POSTAL  SERVICE,  BUT  IN  THE  BUDGET  RESOLUTION  WE  MUST  PRODUCE 
THOSE  SAVINGS  WITHIN  OUR  JURISDICTION.    THE  $1  BILLION  PAYMENT, 
ALTHOUGH  LARGE,  REPRESENTS  ONLY  2  PERCENT  OF  ONE  YEAR'S  BUDGET 
FOR  THE  POSTAL  SERVICE.    ACCORDING  TO  OUR  CALCULATIONS,  IT  DOES 
NOT  REPRESENT  A  5  TO  6  CENT  FIRST-CLASS  RATE  INCREASE.    IT  DOES  NOT 
REPRESENT  THE  LOSS  OF  45,000  JOBS.    HOWEVER,  IT  DOES  REPRESENT 
SACRIFICE,  A  SACRIFICE  WE  WOULD  ALL  HOPE  TO  AVOID.   HOPEFULLY,  WE 
WILL  GATHER  SOME  IDEAS  TODAY  ON  HOW  THE  COMMITTEE  CAN  FIND 
OTHER  WAYS  TO  SAVE  THAT  $1  BILLION. 
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IN  REGARD  TO  POSTAL  RESTRUCTURING,  SOME  RESULTS  HAVE  BEEN 
FAVORABLE.    MAIL  DELIVERY  IS  IMPROVING  AS  IS  CUSTOMER  SATISFACTION. 
THE  CHRISTMAS  MAILING  SEASON  WAS  A  SUCCESS. 

UNFORTUNATELY,  SOME  RESULTS  OF  RESTRUCTURING  HAVE  NOT  BEEN 
FAVORABLE.    I  AM  QUITE  DISTURBED  BY  THE  PRELIMINARY  RESULTS 
SHOWING  POSTAL  SERVICE  HEADQUARTERS  TO  BE  MORE  MALE  AND  MORE 
WHITE  THAN  IT  WAS  BEFORE  MR.  RUNYON'S  IMPLEMENTATION  OF  HIS 
DOWNSIZING  PLAN.   IT  APPEARS  THAT  THE  POSTAL  SERVICE  OFFICE  OF 
DIVERSITY  WHICH  WAS  CREATED  WITH  GREAT  FANFARE  DOES  NOT  HAVE 
THE  AUTHORITY  TO  PREVENT  DOWNSIZING  FROM  BECOMING  AN  EXCUSE  TO 
REDUCE  WOMEN  AND  MINORITIES  IN  THE  WORKPLACE.    TODAY  I  HOPE  TO 
HEAR  OF  PLANS  TO  REVERSE  THIS  SITUATION. 

AT  OUR  FIRST  HEARING  THIS  YEAR  WE  LEARNED  FROM  THE  GENERAL 
ACCOUNTING  OFFICE  THAT  SOME  OF  THE  CUSTOMER  SATISFACTION  GAINS 
WERE  THE  RESULT  OF  THE  USE  OF  EXCESSIVE  OVERTIME  AND  EXTENSIVE 
USE  OF  CASUAL  AND  TRANSITIONAL  EMPLOYEES.    BOTH  THE  GAO  AND  THE 
POSTAL  RATE  COMMISSION  CLAIMED  THAT  THE  AVAILABILITY  OF 
INFORMATION  FROM  THE  POSTAL  SERVICE  HAD  DECLINED  SINCE 
RESTRUCTURING.    IN  FACT,  THE  MOST  CURRENT  POSTAL  FINANCIAL 
INFORMATION  WHICH  THE  COMMITTEE  HAS  IS  FOR  A  PERIOD  WHICH  ENDED 
BEFORE  CHRISTMAS.    PERHAPS  THE  POSTMASTER  GENERAL  WILL  ALSO 
COMMENT  ON  THIS  SITUATION. 

DO  ANY  OF  MY  COLLEAGUES  HAVE  AN  OPEMNG  STATEMENT? 
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Mr.  Clay.  Mr.  Myers,  do  you  have  an  opening  statement? 

Mr.  Myers.  Thank  you,  Mr.  Chairman. 

I  join  my  Chairman  in  welcoming  General  Runyon  and  his  staff 
here  today.  I've  had  the  pleasure  through  the  years  of  knowing 
Marvin  Runyon  in  another  world,  the  Appropriations  Committee 
where  he  appeared  a  great  number  of  times,  and  have  a  very  high 
regard  for  his  ability  to  take  an  industry  that  maybe  hasn't  been 
doing  very  well  and  turn  it  around.  The  Postal  Service  is  often 
taken  for  granted.  We  get  our  mail  everyday.  Sometimes  it  is  late, 
but  we  do  get  our  mail. 

We  take  the  Postal  Service  for  granted,  as  most  of  us  do.  We 
don't  recognize  nor  realize  the  tremendous  work  force  which  makes 
up  the  postal  service.  There  are  tens  of  thousands  of  postal  employ- 
ees who  deliver  the  mail,  who  move  it  throughout  the  country  and 
throughout  the  world.  We  have,  I  think,  the  best  postal  system  in 
the  country,  in  the  world,  in  our  country.  But  it  does  need  help.  It 
needs  a  friendly  government,  not  one  that's  constantly  trying  to  un- 
dercut and  undermine  it.  It's  become  somewhat  independent  in  re- 
cent years.  But  yet  the  Budget  Act,  as  our  Chairman  has  talked 
about,  of  1989,  Budget  Reconciliation  Act  of  December  1989  struck 
a  severe  blow  from  which  the  Postal  Service  is  still  recovering. 

When  you  came  over  last  year,  Mr.  Runyon,  you  came  by  the  of- 
fice and  we  talked  about  the  job  that  you  had  done  with  the  TVA, 
Tennessee  Valley  Authority,  and  what  the  responsibility  would  be 
with  you  as  your  new  job  as  Postmaster  General.  I  think  you  sur- 
prised the  world  by  your  massive  restructuring.  Christmas  time 
was  the  real  test  and  your  loyal  staff,  throughout  the  country  did 
a  great  job.  They  successfully  got  the  mail  delivered  on  time.  So, 
you  need  all  the  support  that  Congress  and  the  country  can  give 
you. 

I  think  you  are  doing  a  good  job  and  we're  just  very  pleased 
today  to  welcome  you  before  the  Committee.  I  wish  you  good  luck. 

Postmaster  General  Runyon.  Thank  you. 

Mr.  Myers.  You  know,  morale  is  very  important  in  your  staff.  It 
is  an  issue  to  watch  closely.  Thank  you  very  much  for  appearing 
today. 

Mr.  Clay.  Thank  you. 

Mr.  Bishop? 

Mr.  Bishop.  Thank  you  very  much,  Mr.  Chairman. 

Let  me  say  welcome  to  the  Postmaster  General  and  his  col- 
leagues to  this  Committee.  I'm  very  privileged  to  sit  and  to  have 
an  opportunity  to  hear  your  ideas  as  we  grapple  with  the  issues  of 
the  nation's  mailing.  We,  of  course,  are  concerned  very  much  about 
the  mail  handlers,  the  letter  carriers,  the  drivers,  the  contractors 
who  help  to  carry  the  mail,  and  we  are  very,  very  concerned  about 
seeing  that  our  system  works  and  works  efficiently. 

So,  I  would  like,  as  a  member  of  this  Committee,  knowing  that 
every  community  in  this  nation  and  every  congressional  district  in 
this  nation  is  serviced  by  the  Postal  Service,  to  know  that  the  work 
force  is  adequately  representative  of  the  cultural  diversity  of  this 
country,  that  the  working  conditions  are  appropriate  for  all  of  the 
work  force,  that  we  would  be  able  to  deliver  the  service  through  the 
Postal  Service  that  this  country  so  richly  deserves  and  I  look  for- 
ward as  a  member  of  this  Committee  to  being  able  to  assist  you 
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in  making  these  become  realities  for  our  country  and  the  mail  serv- 
ice. 

Mr.  Clay.  Mr.  Hastings? 

Mr.  Hastings.  Good  morning,  Mr.  Chairman. 

I  welcome  the  opportunity  as  well  to  hear  the  testimony  of  you, 
Postmaster  Runyon  and  those  assembled  with  you  this  morning. 
I'm  anxious  to  continue  to  learn  more  about  the  important  issues 
that  face  our  nation's  Postal  Service  and  I'm  speaking  for  myself 
when  I  say  my  major  concerns  lie  in  the  area  of  revenue  forgone, 
deficit  reduction,  mail  rates,  improved  and  enhanced  technology 
and  the  solution  of  Postal  staffing  problems.  I  would  be  less  than 
honest  if  I  did  not  say  to  you  that  I'm  specifically  interested  in  your 
staffing  problems  as  it  pertains  to  Africa-Americans  and  to  women 
and  other  minorities. 

I  hope  that  as  this  Committee  continues  to  hold  hearings  on 
these  meaningful  issues,  we  can  all  get  a  greater  grasp  on  what  we 
in  Congress  can  do  to  ensure  our  constituents  that  the  Postal  Serv- 
ice continues  to  run  smoothly  and  efficiently. 

I  look  forward  to  your  testimony,  Mr.  Runyon  and  thank  you,  Mr. 
Chairman. 

Mr.  Clay.  Thank  you. 

Mr.  Ackerman? 

Mr.  Ackerman.  Good  morning. 

Mr.  Clay.  Good  morning,  Mr.  Ackerman. 

Mr.  ACKERMAN.  I  have  no  other  opening  statement,  Mr.  Chair- 
man. 

Mr.  Clay.  Thank  you,  Mr.  Ackerman. 

Mr.  Wynn? 

Mr.  Wynn.  Thank  you,  Mr.  Chairman. 

Mr.  Runyon,  I  too  would  like  to  welcome  you  to  the  Committee. 
Let  me  start  by  complimenting  you  on  the  savings  that  your  re- 
structuring will  create.  I'm  very  impressed  with  that.  There  are 
also  a  lot  of  substantive  issues,  as  my  colleagues  have  indicated, 
revenue  forgone  being  very  important.  But  I  am  also  very  con- 
cerned about  the  disparate  impact  of  the  restructuring  on  the  mi- 
nority community.  I  received  from  community  groups  some  very 
distressing  figures  on  the  ratio  composition  and  the  disparate  im- 
pact the  restructuring  has  had  on  the  minority  community  and  so 
I'll  be  particularly  concerned  about  your  response  to  this  particular 
concern,  but  I'm  also  very  anxious  to  hear  about  some  of  the  other 
issues  that  are  very  important  to  our  Postal  Service. 

Thank  you. 

Mr.  Clay.  Thank  you. 

Welcome  to  the  Committee,  Mr.  Runyon.  Without  objection,  your 
entire  statement  will  be  included  in  the  record.  You  may  proceed 
as  you  desire. 

STATEMENT  OF  MARVIN  RUNYON,  POSTMASTER  GENERAL  OF 
THE  UNITED  STATES;  ACCOMPANIED  BY  MIKE  COUGHLIN, 
CHIEF  OPERATING  OFFICER,  JOE  CARAVEO,  EXECUTIVE 
VICE  PRESIDENT,  AND  MARY  ELCANO,  GENERAL  COUNSEL 
AND  VICE  PRESIDENT 

Postmaster  General  Runyon.  Thank  you,  Mr.  Chairman. 
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With  me  this  morning  are  Deputy  Postmaster  General  and  Chief 
Financial  Officer  Mike  Coughlin,  Chief  Operating  Officer  and  Exec- 
utive Vice  President  Joe  Caraveo,  and  General  Counsel  and  Vice 
President,  Mary  Elcano. 

We  appreciate  this  opportunity  to  talk  with  you  about  the  work 
of  the  Postal  Service  and  the  issues  and  opportunities  facing  us. 

The  Postal  Service  fully  supports  the  efforts  of  the  President  and 
the  Congress  to  make  the  federal  government  more  responsible  and 
accountable  to  the  American  people.  Twenty-three  years  ago  the 
Executive  and  Legislative  Branches  had  a  vision  for  reinventing 
government.  Together,  you  sketched  out  plans  for  a  new  govern- 
ment agency  called  the  Postal  Service,  a  federal  organization  that 
would  deliver  the  mail  and  pay  its  own  way,  that  would  operate 
much  like  a  business,  that  would  treat  its  patrons  as  customers 
and  respond  to  their  needs,  and  that  would  provide  its  employees 
with  fair  wages,  benefits  and  opportunities  for  advancement  and 
treat  them  with  respect. 

In  the  past  two  decades,  the  Postal  Service  has  made  progress 
in  delivering  on  that  vision.  It  has  operated  for  the  last  10  years 
without  tax  dollar  support,  but  instead  with  the  money  we  collect 
for  postage.  It  has  worked  to  understand  its  customers  and  provide 
them  with  better  service  and  has  improved  relations  with  postal 
employees. 

In  the  last  nine  months,  we've  taken  bold  new  steps  to  help  bring 
the  vision  of  responsible,  accountable  government  to  life  for  our 
customers,  our  employees  and  the  Nation.  Facing  growing  competi- 
tion and  mounting  deficits,  we  reorganized  the  Postal  Service's 
management  structure  last  fall.  We  eliminated  layers  of  middle 
management  and  overhead,  removed  red  tape  that  had  slowed  our 
responsiveness,  improved  communications  up  and  down  the  line, 
reduced  operating  costs  and  empowered  employees  to  make  more 
decisions  and  act  on  behalf  of  our  customers. 

We  focused  our  efforts  on  improving  service  quality  and  despite 
thousands  of  retirements  and  position  changes,  our  performance 
has  been  as  good  or  better  than  a  year  ago.  We  have  raised  our 
level  of  customer  satisfaction  to  an  all-time  high.  Nearly  9  out  of 
10  residential  customers  rate  our  overall  service  as  good,  very  good 
or  excellent.  According  to  Roper  Reports,  we  are  once  again  ranked 
number  one  by  the  public  among  prominent  federal  organizations. 

Meanwhile,  we've  reduced  our  operating  deficit  by  some  $2  bil- 
lion and  now  our  customers  are  counting  on  us  to  deliver  some- 
thing they've  never  seen  before:  stable,  unsubsidized  postage  rates 
for  a  fourth  consecutive  year,  at  least  through  1994. 

We're  grateful  for  the  outpouring  of  encouragement  and  support 
we've  received  from  mailers  nationwide  and  the  credit  goes  to  the 
people  who  make  up  the  Postal  Service.  They  put  the  new  struc- 
ture in  place.  They  saw  the  importance  of  satisfied  customers  and 
they  responded  in  outstanding  fashion.  Together,  we've  shown  post- 
al customers  that  they  can  expect  quality  service  and  stable  rates 
from  the  Postal  Service.  Now  we  must  continue  to  deliver  service 
and  value  with  each  transaction.  We  must  continue  to  improve  our 
timeliness  and  consistency  because  if  we  don't  our  customers  can 
simply  take  their  messages  elsewhere,  to  private  couriers,  other 
forms  of  advertising,  the  fax  machine  and  the  telephone.  We  must 
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keep  rates  stable  and  improve  service  quality  if  we  are  to  compete 
with  others  and  build  our  business. 

We've  hit  some  bumps  in  the  road  though  along  the  way.  In  the 
process  of  changing  this  200  year  old  institution,  we've  generated 
a  lot  of  fear  and  anxiety  among  our  employees.  We've  all  paid  a 
price  to  get  the  Postal  Service  where  it  is  today.  However,  through- 
out this  period  of  unprecedented  change,  we've  worked  hard  to  pro- 
tect our  employees  and  respond  to  their  needs  and  concerns.  While 
thousands  of  private  sector  companies  fired  workers  as  they  re- 
vamped their  companies,  we've  accomplished  our  restructuring 
without  laying  off  a  single  employee.  We've  gone  to  great  lengths 
to  safeguard  employment  and  minimize  disruptions  on  our  people. 

To  begin  with,  we  offered  retirement  and  early  out  incentives  to 
reward  the  contributions  of  our  senior  employees  and  create  open- 
ings for  employees  whose  positions  were  abolished.  Because  of  the 
success  of  this  retirement  effort,  we  were  able  to  work  with  em- 
ployee groups  to  guarantee  employment  and  protect  the  pay  and 
benefits  of  the  50,000  people  affected  by  the  changes. 

To  ease  employee  anxiety,  we've  tried  to  move  as  quickly  as  pos- 
sible to  get  our  new  structure  in  place  and  offer  affected  employees 
new  permanent  positions.  We've  tried  to  provide  options  too.  In 
places  where  lots  of  people  remain  unplaced,  we're  offering  a  return 
to  the  craft  incentive  to  allow  those  who  want  to  continue  their 
postal  employment  and  remain  in  their  communities  to  do  so.  And 
we're  providing  relocation  benefits  to  those  who  choose  to  move  to 
other  parts  of  the  country  where  we  have  management  vacancies 
and  need  their  expertise. 

We've  shared  news  of  our  progress  with  employees  through  let- 
ters, publications  and  even  satellite  broadcasts  at  regular  intervals. 
Yet  in  the  hurry  to  make  decisions  and  let  our  people  know  how 
they  would  be  impacted,  we  also  recognize  the  importance  of  con- 
sulting with  our  employee  groups.  The  time  required  to  talk 
through  concerns  and  work  together  to  resolve  them  has  been 
worth  it.  Their  contributions  have  made  our  new  structure  stronger 
and  the  transition  smoother  for  all  concerned. 

As  of  last  week,  nearly  90  percent  of  our  affected  employees  had 
accepted  new  permanent  positions.  Many  of  these  have  been  pro- 
motions. Others  have  received  special  incentives  or  carry  protected 
salaries  and  benefits  with  them  to  their  new  positions.  Each  re- 
mains a  valued  employee  of  the  Postal  Service  and  is  making  an 
important  contribution  to  our  success. 

However,  some  of  our  employees  have  expressed  concerns  about 
selections,  citing  cronyism  and  bias.  I've  heard  this  at  several  con- 
ferences and  employee  meetings  and  I'm  concerned  about  these  re- 
ports. Where  we  find  problems  of  bias  and  cronyism,  I  am  commit- 
ted to  fixing  them. 

We're  also  working  to  improve  our  corporate  culture  and  make 
the  Postal  Service  a  better  place  to  work.  About  a  year  ago,  postal 
employees  shared  their  thoughts  about  the  strengths  and  weak- 
nesses of  this  organization.  The  results  of  this  employee  opinion 
survey  were,  in  a  word,  disappointing.  Generally,  postal  employees 
said  they  liked  the  work  they  do,  the  pay  and  benefits  they  receive 
and  the  role  we  play  in  serving  the  communication  needs  of  our 
customers.  But  many  felt  they  didn't  have  a  good  working  relation- 
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ship  with  their  boss.  Only  one  in  four  felt  they  were  being  treated 
with  dignity  and  respect.  Many  said  there  were  too  many  unrealis- 
tic goals  and  not  enough  teamwork. 

We're  taking  steps  to  respond  to  employee  concerns.  We're  focus- 
ing on  improving  relationships  among  managers  and  employees, 
giving  employees  more  opportunity  for  feedback,  making  better 
treatment  of  people  a  high  priority  and  basing  compensation  on 
teamwork  and  organizational  success.  It's  a  big  challenge,  changing 
the  corporate  culture  of  an  organization  more  than  two  centuries 
old.  It  will  take  hard  work,  cooperation  and  patience  and  with  your 
understanding  and  support,  I'm  confident  that  we  can  do  it. 

We've  made  important  progress  in  becoming  more  responsible 
and  accountable  to  customers  and  employees.  We're  on  track  to 
continue  that  progress,  to  build  on  these  achievements  and  further 
improve  our  performance.  However,  there  are  several  obstacles  in 
our  path,  public  policy  issues  that  threaten  to  undercut  our  efforts. 
We  find  ourselves  in  a  struggle  for  fairness  against  assessments  we 
feel  are  not  warranted.  We're  attempting  to  reflect  the  interests  of 
the  majority  of  postal  customers  concerning  an  entitlement  pro- 
gram benefitting  a  few.  We  need  your  help  and  support. 

The  first  problem  is  deficit  reduction  legislation.  This  problem  is 
like  a  bad  penny,  it  keeps  turning  up.  And  a  bad  penny  tacked  onto 
the  first  class  stamp  is  a  serious  billion  dollar  problem. 

The  Office  of  Management  and  Budget  once  again  says  we  owe 
more  money,  this  time  $1  billion.  This  is  supposedly  interest  on  the 
other  costs  imposed  on  us  in  1990  to  help  reduce  the  deficit,  retiree 
benefit  costs  that  the  federal  government  had  originally  agreed  to 
pay.  We  feel  we've  settled  this  account,  Mr.  Chairman,  and  you  and 
the  Congress  has  twice  supported  that  position. 

The  way  it's  written  in  the  budget,  we  would  pay  off  these  costs 
in  three  installments.  However,  the  Administration  also  proposes 
that  this  $1  billion  be  taken  from  our  operations  so  that  there's  no 
net  loss  for  the  federal  budget.  Never  mind  the  fact  that  we're  not 
on  budget  anymore.  This  assessment  and  its  prescribed  method  of 
payment  would  be  harmful  for  everyone.  It  would  force  us  to  stop 
building  new  post  offices.  To  the  extent  we  could  contractually, 
we'd  have  to  stop  buying  new  equipment,  technology  that  will  help 
us  further  improve  our  performance.  We've  been  expanding  retail 
service  hours  in  a  lot  of  post  offices  for  the  convenience  of  our  cus- 
tomers. Clearly  we'd  have  to  look  at  that  and  see  if  we  could  still 
afford  it. 

The  best  comparison  I  can  make  to  this  situation  is  it's  kind  of 
like  buying  a  new  automobile.  You  go  to  the  dealer,  settle  on  the 
price,  shake  hands,  sign  papers  and  drive  off.  Three  years  later,  the 
car  dealer  comes  back  and  says  you  owe  more  money  because  he 
decided  he  didn't  charge  you  enough. 

The  Postal  Service  has  made  a  big  contribution  to  deficit  reduc- 
tion. Four  times  in  the  last  8  years  we've  taken  responsibility  for 
more  costs,  even  though  they  weren't  part  of  their  original  sticker 
price.  Those  extra  payments  will  total  $9  billion  just  through  1995. 

Mr.  Chairman,  we've  paid  more  than  our  fair  share.  As  the  Com- 
mittee reported  last  year,  and  I  quote,  "The  budget  agreement  for 
1990  closed  the  book  on  that  issue,  the  Postal  Service  has  paid  its 
debt."  We  appreciate  the  strong  support  that  you  and  this  Commit- 
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tee  have  provided  for  the  past  two  years  and  we  ask  for  your  help 
once  again. 

The  second  problem  is  revenue  forgone.  In  the  1950s,  Congress 
decided  to  support  the  work  of  certain  types  of  nonprofit  organiza- 
tions by  providing  them  with  discounted  postage  rates.  In  making 
its  decision,  Congress  assumed  responsibility  and  accountability  for 
these  costs  for  the  good  of  our  society.  In  the  past  40  years,  how- 
ever, a  lot  has  changed.  This  small  program  intended  to  benefit 
some  12,000  or  so  charitable  organizations  has  grown  into  a  large 
subsidy  paying  the  way  for  holders  of  some  400,000  nonprofit  per- 
mits. Revenue  forgone  has  become  a  half  billion  dollar  a  year  bur- 
den, one  the  Congress  and  the  taxpayers  are  no  longer  able  to 
carry. 

But  rather  than  taking  the  steps  called  for  by  law  and  having 
these  unfunded  costs  revert  to  the  nonprofit  mailers,  Congress  has 
been  passing  that  problem  on  to  postal  customers.  The  Postal  Serv- 
ice is  currently  carrying  more  than  half  a  billion  in  accumulated 
revenue  forgone  debt,  and  short  payments  in  1994  could  add  an- 
other $400  million.  This  would  bring  the  total  revenue  forgone  defi- 
cit to  nearly  $1  billion,  a  deficit  the  ratepayers  would  have  to  pick 
up. 

Nonprofit  mailers  have  developed  a  proposal  for  resolving  the 
revenue  forgone  problem.  However,  we  believe  it  creates  more  prob- 
lems than  it  solves.  We  analyzed  their  April  7th  proposal  and 
found  it  would  cost  about  $470  million  in  1994  and  $580  million 
each  year  after  that.  That's  more  than  we're  not  getting  from  Con- 
gress the  way  things  are  now.  In  effect,  the  proposal  would  reduce 
nonprofit  rates.  In  discussion  with  nonprofit  representatives  we've 
raised  this  issue.  We  simply  do  not  support  a  subsidy  worth  hun- 
dreds of  millions  of  dollars  to  be  paid  for  by  the  commercial  mail- 
ers. 

Nonprofits  say  that  paying  their  full  share  of  mailing  costs  would 
seriously  injure  their  operations.  Ending  the  subsidy  would  raise 
their  postage  by  20  to  58  percent.  However,  that  would  come  out 
to  about  a  penny  per  piece  more  per  year.  At  the  full  fare,  nonprofit 
rates  would  still  be  substantially  cheaper  than  comparable  com- 
mercial rates.  Considering  that  charitable  organizations  receive 
$122  billion  dollars  each  year  in  donations  alone,  the  total  extra 
postage  would  amount  to  three  additional  pennies  for  every  ten  dol- 
lars in  contributions  received. 

Commercial  mailers  may  not  be  as  vocal  or  persuasive  as  the 
well-organized  nonprofits,  but  many  are  deeply  concerned  by  the 
nonprofit  stamp  tax.  They've  asked,  what  happened  to  responsibil- 
ity and  accountability?  Some  have  called  for  the  law  to  be  enforced 
and  for  nonprofit  rates  to  be  raised  to  the  full  amount,  effective  Oc- 
tober 1st.  They've  asked,  why  should  commercial  mailers  be  forced 
to  make  charitable  contributions  to  nonprofit  organizations  they 
don't  necessarily  support,  like  the  gun  lobby,  pro-life  and  pro-choice 
groups  and  political  organizations,  by  paying  for  their  large  postage 
discounts?  They're  crying  foul  as  fundraising  groups  and  social 
clubs  sell  products  and  services  in  direct  competition  with  their 
businesses,  but  at  half  the  price  for  postage. 

Ultimately,  who  would  pay  the  nonprofit  stamp  tax?  Residential 
mailers  would  have  to  contribute  through  the  cost  of  their  own 
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postage  and  increased  costs  from  companies  they  do  business  with. 
Among  residential  customers,  it  will  be  the  elderly  and  families  on 
fixed  incomes  who  depend  on  the  mail  who  would  suffer  the  most. 
Large  companies  would  be  hit,  but  they're  in  better  position  to  shift 
their  messages  to  new  technology,  other  methods  of  communica- 
tions and  other  types  of  advertising.  Billions  of  messages  now  trav- 
el outside  the  mail  stream  and  a  rate  increase  would  mean  addi- 
tional losses  in  business  for  the  Postal  Service.  Ultimately,  postal 
jobs  would  be  lost  as  more  mail  is  diverted  to  other  means. 

Hardest  hit,  though,  would  be  the  eight  million  small  businesses 
all  across  the  country.  They're  the  ones  the  nation  is  counting  on 
to  provide  the  jobs  needed  to  rev  up  the  economy,  yet  many  of 
these  small  companies  exist  on  single  digit  profit  margins.  Adver- 
tising costs  represent  their  second  largest  expense.  They  use  the 
mail  because  it's  the  best  value  for  them  to  reach  their  customers. 
For  some  small  companies,  the  mail  is  the  only  means  of  promoting 
their  businesses  that  they  can  afford.  The  nonprofit  stamp  tax 
would  be  devastating  to  them. 

The  President's  budget  language  points  out  the  problems  of  sup- 
porting public  policy  initiatives  using  postage  rate  discounts,  and 
I  quote,  "This  postal  subsidy  is  an  inefficient  means  of  supporting 
charitable  and  nonprofit  organizations,"  it  says,  "particularly  com- 
pared to  the  support  provided  by  the  tax  deduction  allowed  for 
charitable  contributions."  We  agree.  The  nonprofit  mail  subsidy 
doesn't  reward  charitable  organizations  for  their  contributions  to 
society  or  even  recognize  those  which  have  the  greatest  need.  It 
simply  rewards  nonprofits  based  on  how  much  mail  they  send. 

In  an  effort  to  represent  the  majority  of  postal  customers  instead 
of  the  select  few,  we've  developed  an  approach  that  we  feel  would 
bring  nonprofit  rates  back  in  line  with  Congress'  charitable  inten- 
tions in  the  1950s.  It  would  resolve  the  revenue  forgone  problem 
in  a  fair,  responsible  way.  I  know  you  and  your  staffs  are  familiar 
with  the  elements  of  our  approach  as  well  as  with  the  other  plans 
that  have  been  proposed  for  resolving  the  revenue  forgone  problem. 
We're  open  to  discussing  any  specific  solutions,  but  we  feel  strongly 
about  the  principles  that  we  have  endorsed. 

Since  Congress  clearly  can't  subsidize  everyone,  it  should  support 
the  truly  charitable  organizations  which  need  it  the  most.  This  will 
take  reforming  the  eligibility  guidelines  for  nonprofit  status.  If 
charitable  organizations  benefit  society,  then  society  should  pay  the 
bill.  The  people  who  use  the  mail  shouldn't  have  to  subsidize  non- 
profit organizations.  That  would  be  a  subclass  or  special  mark-up. 
It  would  force  people  to  make  charitable  contributions.  If  Congress 
wants  to  soften  the  financial  impact  on  the  affected  nonprofit  orga- 
nizations, and  we  think  that's  appropriate,  then  Congress  should 
phase  out  the  subsidy,  but  do  it  over  a  reasonable  period  of  time. 

Mr.  Chairman,  we're  here  today  to  ask  Congress  to  bring  this  en- 
titlement program  under  control.  We  ask  that  you  consider  the 
needs  of  all  mailers,  the  businesses  large  and  small,  and  families 
young  and  old  that  can't  afford  and  shouldn't  have  to  pay  more  to 
subsidize  nonprofit  mail.  We  ask  you  to  think  of  the  postal  employ- 
ees who  sacrifice  to  stabilize  postage  rates  and  make  the  Postal 
Service  business-like  and  responsive.  We  ask  you  to  think  of  the 
Postal  Service  too,  which  after  improving  its  performance  and  shor- 
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ing  up  its  finances  over  the  past  nine  months,  would  find  itself 
back  at  square  one,  starting  all  over  again. 

I  believe  that  the  Administration,  the  Congress  and  this  body  are 
committed  to  responsible,  accountable  government  and  to  the  suc- 
cess of  the  Postal  Service.  We're  committed  to  these  same  goals.  I 
can  appreciate  the  difficult  decisions  that  you  must  make,  but  I'm 
confident  you'll  act  in  the  same  way  you  want  the  rest  of  govern- 
ment to  act,  with  responsibility  and  accountability.  We  stand  ready 
to  work  with  you  to  serve  the  best  interests  of  all  postal  customers 
and  the  nation. 

That  concludes  my  statement,  Mr.  Chairman. 

Mr.  Clay.  Thank  you. 

[The  prepared  statement  of  Postmaster  General  Runyon  follows:] 


303 


Prepared  Statement  of  Marvin  Runyon, 
Postmaster  General  of  the  United  States 

Thank  you,  Mr.  Chairman.  With  me  this  morning  are  Deputy  Postmaster  General 
Mike  Coughlin,  Chief  Operating  Officer  and  Executive  Vice  President  Joe  Caraveo, 
and  General  Counsel  and  Vice  President  Mary  Elcano.  We  appreciate  this 
opportunity  to  talk  with  you  about  the  work  of  the  Postal  Service  and  the  issues 
and  opportunities  facing  us. 

The  Postal  Service  fully  supports  the  efforts  of  the  President  and  the  Congress  to 
make  federal  government  more  responsible  and  accountable  to  the  American  people. 
Twenty-three  years  ago,  the  Executive  and  Legislative  Branches  had  a  vision  for 
reinventing  government.  Together,  you  sketched  out  plans  for  a  new  government 
agency  called  the  "Postal  Service*  --  a  federal  organization  that  would  deliver  the 
mail  and  pay  its  own  way,  that  would  operate  much  like  a  business,  that  would  treat 
its  patrons  as  customers  and  respond  to  their  needs,  and  that  would  provide  its 
employees  with  fair  wages,  benefits  and  opportunities  for  advancement,  and  treat 
them  with  respect. 

In  the  past  two  decades,  the  Postal  Service  has  made  progress  in  delivering  on  that 
vision.   It  has  operated  for  the  last  10  years  without  tax  dollar  support,  but  instead 
on  the  money  we  collect  for  postage.  It  has  worked  to  understand  its  customers,  and 
provide  them  with  better  service.  And,  it  has  improved  relations  with  postal  employees. 

In  the  last  nine  months,  we've  taken  bold  new  steps  to  help  bring  the  vision  of 
responsible,  accountable  government  to  life  for  our  customers  .  .  .  our  employees  . .  . 
and  the  nation.    Facing  growing  competition  and  mounting  deficits,  we  reorganized 
the  Postal  Service's  management  structure  last  fall.  We  eliminated  layers  of  middle 
management  and  overhead,  removed  red  tape  that  had  slowed  our  responsiveness, 
improved  communications  up  and  down  the  line,  reduced  operating  costs,  and 
empowered  employees  to  make  more  decisions  and  act  on  behalf  of  our  customers. 
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We  focused  our  efforts  on  improving  service  quality,  and  despite  thousands  of 
retirements  and  position  changes,  our  performance  has  been  as  good  or  better  than  a 
year  ago.  We  have  raised  our  level  of  customer  satisfaction  to  an  all-time  high  -- 
nearly  nine  out  of  ten  residential  customers  rate  our  overall  service  as  "good,"  "very 
good"  or  "excellent."  And,  according  to  Roper  Reports,  we  are  once  again  ranked 
"Number  1"  by  the  public  among  prominent  federal  organizations. 

Meanwhile,  we've  reduced  our  operating  deficit  by  some  $2  billion  .  .  .  and  now  our 
customers  are  counting  on  us  to  deliver  something  they've  never  seen  before  --  stable 
unsubsidized  postage  rates  for  a  fourth  consecutive  year,  at  least  through  1994. 

We're  grateful  for  the  outpouring  of  encouragement  and  support  we've  received  from 
mailers  nationwide.  And,  the  credit  goes  to  the  people  who  make  up  the  Postal 
Service.  They  put  the  new  structure  in  place.  They  saw  the  importance  of  satisfied 
customers.  And,  they  responded  in  outstanding  fashion.  Together,  we've  shown 
postal  customers  that  they  can  expect  quality  service  and  stable  rates  from  the  Postal 
Service.   Now,  we  must  continue  to  deliver  service  and  value  with  each  transaction. 
We  must  continue  to  improve  our  timeliness  and  consistency,  because  if  we  don't,  our 
customers  can  simply  take  their  messages  elsewhere  --  to  private  couriers,  other 
forms  of  advertising,  the  fax  machine,  and  the  telephone.  We  must  keep  rates  stable 
and  improve  service  quality  if  we  are  to  compete  with  others  and  build  our  business. 

We've  hit  some  bumps  in  the  road,  though,  along  the  way.   In  the  process  of  changing 
this  200-year-old  institution,  we've  generated  a  lot  of  fear  and  anxiety  among  our 
employees.  We've  all  paid  a  price  to  get  the  Postal  Service  where  it  is  today. 
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However,  throughout  this  period  of  unprecedented  change,  we've  worked  hard  to 
protect  our  employees  and  respond  to  their  needs  and  concerns.  While  thousands  of 
private  sector  companies  fired  workers  as  they  revamped  their  companies,  we've 
accomplished  our  restructuring  without  laying  off  a  single  employee.  We've  gone  to 
great  lengths  to  safeguard  employment  and  minimize  disruptions  on  our  people. 

To  begin  with,  we  offered  retirement  and  early  out  incentives  to  reward  the 
contributions  of  our  senior  employees  and  create  openings  for  employees  whose 
positions  were  abolished.   Because  of  the  success  of  this  retirement  effort,  we  were 
able  to  work  with  employee  groups  to  guarantee  employment  and  protect  the  pry  cr.r' 
benefits  of  the  50,000  people  affected  by  the  changes. 

To  ease  employee  anxiety,  we've  tried  to  move  as  quickly  as  possible  to  get  our  new 
structure  in  place  and  to  offer  affected  employees  new  permanent  positions.  We've 
tried  to  provide  options,  too.   In  places  where  lots  of  people  remain  unplaced,  we're 
offering  a  return-to-the-craft  incentive  to  allow  those  who  want  to  continue  their  postal 
employment  and  remain  in  their  communities  to  do  so.  And,  we're  providing 
relocation  benefits  to  those  who  choose  to  move  to  other  parts  of  the  country  where 
we  have  management  vacancies  and  need  their  expertise. 

We've  shared  news  of  our  progress  with  employees  through  letters,  publications,  and 
even  satellite  broadcasts,  at  regular  intervals.  Yet,  in  the  hurry  to  make  decisions  and 
let  our  people  know  how  they  would  be  impacted,  we  also  recognized  the  importance 
of  consulting  with  our  employee  groups.  The  time  required  to  talk  through  concerns 
and  work  together  to  resolve  them  has  been  worth  it.  Their  contributions  have  made 
our  new  structure  stronger  and  the  transition  smoother  for  all  concerned. 
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As  of  last  week,  nearly  90  percent  of  our  affected  employees  have  accepted  new 
permanent  positions.  Many  of  these  have  been  promotions.  Others  have  received 
special  incentives  or  carry  protected  salaries  and  benefits  with  them  to  their  new 
positions.  Each  remains  a  valued  employee  of  the  Postal  Service  and  is  making  an 
important  contribution  to  our  success. 

However,  some  of  our  employees  have  expressed  concerns  about  selections,  citing 
cronyism  and  bias.   I've  heard  this  at  several  conferences  and  employee  meetings, 
and  I'm  concerned  about  these  reports.  Where  we  find  problems  of  bias  and 
cronyism,  I  am  committed  to  fixing  them. 

We're  also  working  to  improve  our  corporate  culture  and  make  the  Postal  Service 
a  better  place  to  work.  About  a  year  ago,  postal  employees  shared  their  thoughts 
about  the  strengths  and  weaknesses  of  this  organization.  The  results  of  this 
Employee  Opinion  Survey  were  in  a  word,  disappointing.   Generally,  postal 
employees  said  they  like  the  work  they  do  --  the  pay  and  benefits  they  receive,  and  the 
role  we  play  in  serving  the  communications  needs  of  our  customers.   But,  many  felt 
they  didn't  have  a  good  working  relationship  with  their  bosses.   Only  one  in  four  felt 
they  were  being  treated  with  dignity  and  respect.  Many  said  there  were  too  many 
unrealistic  goals  and  not  enough  teamwork. 

We  are  taking  steps  to  respond  to  employee  concerns.  We're  focusing  on  improving 
relationships  among  managers  and  employees,  giving  employees  more  opportunity 
for  feedback,  making  better  treatment  of  people  a  high  priority,  and  basing 
compensation  on  teamwork  and  organizational  success.   It's  a  big  challenge, 
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changing  the  corporate  culture  of  an  organization  more  than  two  centuries  old.  It  will 
take  hard  work,  cooperation  and  patience,  and  with  your  understanding  and  support, 
I'm  confident  that  we  can  do  it. 

We've  made  important  progress  in  becoming  more  responsible  and  accountable  to 
customers  and  employees.  We're  on  track  to  continue  that  progress  ...  to  build  on 
these  achievements  and  further  improve  our  performance.   However,  there  are  several 
obstacles  in  our  path  --  public  policy  issues  that  threaten  to  undercut  our  efforts. 
We  find  ourselves  in  a  struggle  for  fairness  . . .  against  assessments  we  feel  are 
not  warranted,  attempting  to  reflect  the  interests  of  the  majority  of  postal  customers 
concerning  an  entitlement  program  benefiting  a  few.  We  need  your  help  and  support. 

The  first  problem  is  deficit  reduction  legislation.  This  problem  is  like  a  bad  penny  . . . 
it  keeps  turning  up.  And,  a  bad  penny  tacked  onto  the  First-Class  stamp  is  a  serious 
billion-dollar  problem. 

The  Office  of  Management  and  Budget  once  again  says  we  owe  more  money  ~  this 
time,  $1  billion.  This  is  supposedly  interest  on  the  other  costs  imposed  on  us  in  1990 
to  help  reduce  the  deficit .  . .  retiree  benefit  costs  that  the  federal  government  had 
originally  agreed  to  pay.  We  feel  we've  settled  this  account,  and  Mr.  Chairman,  you 
and  the  Congress  have  twice  supported  that  position. 

The  way  it's  written  in  the  budget,  we  would  pay  off  these  interest  costs  in  three 
installments.   However,  the  Administration  also  proposes  that  this  $1  billion  be  taken 
from  our  operations  so  that  there's  no  net  loss  for  the  federal  budget.   Never  mind  the 
fact  that  we're  not  on  the  budget  anymore. 
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This  assessment  and  its  prescribed  method  of  payment  would  be  harmful  for 
everyone.   It  would  force  us  to  stop  building  new  post  offices.  To  the  extent  we  could 
contractually,  we  would  have  to  stop  buying  new  equipment,  technology  that  will  help 
us  further  improve  our  performance.   We've  been  expanding  retail  service  hours  in  a 
lot  of  post  offices  for  the  convenience  of  our  customers.  Clearly,  we'd  have  to  look  at 
that  and  see  if  we  could  afford  it. 

The  best  comparison  I  can  make  to  this  situation  is  that  it's  like  buying  a  new 
automobile.  You  go  to  the  dealer .  .  .  settle  on  a  price  .  .  .  shake  hands  and  sign 
papers  .  .  .  and  drive  off.  Then,  three  years  later,  the  car  dealer  comes  back  and  says 
you  owe  more  money  because  he's  decided  he  didn't  charge  you  enough. 

The  Postal  Service  has  made  a  huge  contribution  to  deficit  reduction.   Four  times  in 
the  last  eight  years,  we've  taken  responsibility  for  more  costs,  even  though  they 
weren't  part  of  the  original  sticker  price.  These  extra  payments  will  total  $9  billion  just 
through  1995.   Mr.  Chairman,  we've  paid  more  than  our  fair  share.  As  this  Committee 
reported  last  year,  "the  budget  agreement  for  1990  closed  the  book  on  that  issue.  The 
Postal  Service  has  paid  its  debt."  We  appreciate  the  strong  support  that  you  and  this 
Committee  have  provided  the  past  two  years,  and  we  ask  for  your  help  once  again. 

The  second  problem  is  revenue  forgone.   In  the  1950s,  Congress  decided  to  support 
the  work  of  certain  types  of  nonprofit  organizations  by  providing  them  with  discounted 
postage  rates.   In  making  its  decision,  Congress  assumed  responsibility  and 
accountability  for  these  costs  for  the  good  of  our  society. 

In  the  past  forty  years,  however,  a  lot  has  changed.  This  small  program,  intended  to 
benefit  some  12,000  or  so  charitable  organizations,  has  grown  into  a  large  subsidy 
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paying  the  way  for  some  400,000  nonprofit  permit  holders.   Revenue  forgone  has 
become  a  half-billion  dollar  a  year  burden  . .  .  one  that  Congress  and  the  taxpayers 
are  no  longer  able  to  carry. 

But,  rather  than  taking  the  steps  called  for  by  law  and  having  these  unfunded  costs 
revert  to  the  nonprofit  mailers.  Congress  has  been  passing  the  problem  on  to  postal 
customers.  The  Postal  Service  is  currently  carrying  more  than  half-a-billion  dollars  in 
accumulated  revenue  forgone  debt,  and  short  payments  in  1994  could  add  another 
$440  million  dollars.  This  would  bring  the  total  revenue  forgone  deficit  to  nearly 
$1  billion,  a  deficit  the  ratepayers  would  have  to  pick  up. 

Nonprofit  mailers  have  developed  a  proposal  for  resolving  the  revenue  forgone 
problem.  However,  we  believe  it  creates  more  problems  than  it  solves.  We  analyzed 
their  April  7  proposal,  and  found  it  would  cost  about  $470  million  in  1994,  and  $580 
million  each  year  after  that.  That's  more  than  we're  not  getting  from  Congress  the  way 
things  are  now.  In  effect,  this  proposal  would  reduce  nonprofit  rates.  In  discussions 
with  nonprofit  representatives,  we  have  raised  this  issue.  We  simply  do  not  support  a 
subsidy  worth  hundreds  of  millions  of  dollars  to  be  paid  for  by  commercial  mailers. 

Nonprofits  say  that  paying  their  full  share  of  mailing  costs  would  seriously  injure  their 
operations.   Ending  this  subsidy  would  raise  their  postage  by  20-to-58  percent. 
However,  that  would  come  out  to  about  a  penny  more  per  piece  per  year.  At  the  full 
fare,  nonprofit  rates  would  still  be  substantially  cheaper  than  comparable  commercial 
rates.   And,  considering  that  charitable  organizations  receive  S122  billion  each  year  in 
donations  alone,  the  total  extra  postage  would  amount  to  three  additional  pennies  for 
every  $10  in  contributions  received. 
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Commercial  mailers  may  not  be  as  vocal  or  persuasive  as  the  well-organized  nonprofits, 
but  many  are  deeply  concerned  by  the  nonprofit  stamp  tax.  They've  asked,  what 
happened  to  responsibility  and  accountability?   Some  have  called  for  the  law  to  be 
enforced,  and  for  nonprofit  rates  to  be  raised  to  the  full  amount  effective  October  1 .  They 
have  asked,  why  should  commercial  mailers  be  forced  to  make  charitable  contributions 
to  nonprofit  organizations  they  don't  necessarily  support,  like  the  gun  lobby,  pro-life  and 
pro-choice  groups,  and  political  organizations,  by  paying  for  their  large  postage 
discounts.  And,  they're  crying  foul  as  fundraising  groups  and  social  clubs  sell  products 
and  services  in  direct  competition  with  their  businesses,  but  at  half  the  price  for  postage. 

Ultimately,  who  would  pay  the  nonprofit  stamp  tax?  Residential  mailers  would 
have  to  contribute,  through  the  cost  of  their  own  postage  and  increased  costs  from 
companies  they  do  business  with.  Among  residential  customers,  it  will  be  the  elderly 
and  families  on  fixed  incomes  who  depend  on  the  mail  who  would  suffer  most. 

Large  companies  would  be  hit,  but  they  are  in  better  position  to  shift  their  messages  to 
new  technology,  other  methods  of  communications,  and  other  types  of  advertising. 
Billions  of  messages  now  travel  outside  the  mail  stream,  and  a  rate  increase  would 
mean  additional  losses  in  business  for  the  Postal  Service.   Ultimately,  postal  jobs  will 
be  lost  as  more  mail  is  diverted  to  other  means. 

Hardest  hit,  though,  would  be  the  eight  million  small  businesses  all  across  the  country. 
They're  the  ones  the  nation  is  counting  on  to  provide  the  jobs  needed  to  rev  up  the 
economy.  Yet,  many  of  these  small  companies  exist  on  single-digit  profit  margins. 
Advertising  costs  represent  their  second-largest  expense.   They  use  the  mail  because 
its  the  best  value  for  them  to  reach  their  customers.  For  some  small  companies,  the 
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mail  is  the  only  means  of  promoting  their  businesses  that  they  can  afford.  The 
nonprofit  stamp  tax  will  be  devastating  to  them. 

The  President's  budget  language  points  out  the  problems  of  supporting  public  policy 
initiatives  using  postage  rate  discounts.  This  postal  subsidy  is  an  inefficient  means  of 
supporting  charitable  and  nonprofit  organizations,"  it  says,  "particularly  compared  to 
the  support  provided  by  the  tax  deduction  allowed  for  charitable  contributions."  We 
agree.   The  nonprofit  mail  subsidy  doesnl  reward  charitable  organizations  for  their 
contributions  to  society,  or  even  recognize  those  which  have  the  greatest  need.   It 
simply  rewards  nonprofits  based  on  how  much  mail  they  send. 

In  an  effort  to  represent  the  majority  of  postal  customers  instead  of  the  select  few,  we 
have  developed  an  approach  that  we  feel  would  bring  nonprofit  rates  back  in  line  with 
Congress'  charitable  intentions  in  the  "50s  and  resolve  the  revenue  forgone  problem 
in  a  fair,  responsible  way.  I  know  you  and  your  staffs  are  familiar  with  the  elements  of 
our  approach,  as  well  as  with  the  other  plans  that  have  been  proposed  for  resolving 
the  revenue  forgone  problem.  We  are  open  to  discussing  any  specific  solutions,  but 
we  feel  strongly  about  the  principles  we  have  endorsed. 

Since  Congress  clearly  can't  subsidize  everyone,  it  should  support  the  truly  charitable 
organizations  which  need  it  most.  That  will  take  reforming  the  eligibility  guidelines  for 
nonprofit  status.   If  charitable  organizations  benefit  society,  then  society  should  pay 
the  bill.  The  people  who  use  the  mail  shouldn't  have  to  subsidize  nonprofit 
organizations.   That's  what  a  subclass  or  special  markup  would  do  --  it  would  force 
people  to  make  charitable  contributions.  And,  if  Congress  wants  to  soften  the  financial 
impact  on  the  affected  nonprofit  organizations,  and  we  think  that's  appropriate,  then 
Congress  should  phase  out  the  subsidy  but  do  it  over  a  reasonable  period  of  time. 
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Mr.  Chairman,  we're  here  today  to  ask  Congress  to  bring  this  entitlement  program 
under  control.  We  ask  that  you  consider  the  needs  of  all  mailers  -  the  businesses 
large  and  small,  and  families  young  and  old  that  can't  afford  and  shouldn't  have  to  pay 
more  to  subsidize  nonprofit  mail.  We  ask  you  to  think  of  the  postal  employees,  who've 
sacrificed  to  stabilize  postage  rates  and  make  the  Postal  Service  more  businesslike 
and  responsive.  And,  we  ask  you  to  think  of  the  Postal  Service,  too,  which  after 
improving  its  performance  and  shoring  up  its  finances  over  the  past  nine  months 
would  find  itself  back  at  square  one,  starting  all  over  again. 

I  believe  that  the  Administration  ...  the  Congress  . . .  and  this  body  are  committed 
to  responsible,  accountable  government  and  to  the  success  of  the  Postal  Service. 
We  are  committed  to  those  same  goals.   I  can  appreciate  the  difficult  decisions  you 
must  make.  But,  I  am  confident  you  will  act  in  the  same  way  you  want  the  rest  of 
government  to  act  --  with  responsibility  and  accountability.  We  stand  ready  to  work 
with  you  to  serve  the  best  interests  of  all  postal  customers  and  the  nation. 

Thank  you.  That  concludes  my  statement.  We  would  be  pleased  to  answer  any 
questions  you  may  have. 
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Supplemental  Statement  of  Marvin  Runyon, 
Postmaster  General  of  the  United  States 


Marvin  Runyon 

Chief  Executive  Offceb  PMG 


UniteoState'!  Postal  Sebv:CE 

475  L  Enfant  P:  aza  SW 
Washington  DC  20260  0010 


May    11,    1993 


Honorable  William  L.  Clay 
Chairman,  Committee  on  Post  Office 
and  Civil  Service 
House  of  Representatives 
Washington,  DC  20515-6243 

Dear  Mr.  Chairman: 

During  the  oversight  hearing  held  by  your  Committee  on  April  27,  several  questions  were 
raised  concerning  the  recent  restructuring  of  the  Postal  Service.  I  am  enclosing  information 
that  responds  to  those  questions,  updates  the  preliminary  work  force  statistics  we  provided 
you  earlier,  and  provides  context  for  this  data. 

Once  you  have  had  a  chance  to  review  these  materials,  you  may  have  other  questions  or 
concerns.  Please  let  me  know  and  I  will  be  glad  to  meet  with  you  and  discuss  these  issues  at 
your  convenience. 

Best  regards, 


m 


<OfUUr~  X2£***^^-- 


202  268  2500 
Fax  202  268  4860 
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IMPACT  OF  RESTRUCTURING  ON  THE 
U.S.  POSTAL  SERVICE  WORKFORCE  PROFILE 


During  the  past  ten  months  we  have  taken  many  dramatic  steps  to  improve  the  Postal  Service 
to  make  it  more  responsive  and  competitive.  We  built  a  new  management  structure,  eliminating 
layers  of  bureaucratic  approval  and  empowering  employees  to  be  better  able  to  respond  to  our 
customers'  needs.   In  order  to  accomplish  that  end,  we  reduced  the  number  of  support  posi- 
tions, that  is  those  jobs  which  are  not  involved  in  handling  the  mail,  but  supervise,  manage  or 
provide  services  to  those  who  do.   In  order  to  reduce  the  number  of  employees  consistent  with 
the  reduction  of  the  number  of  positions,  we  announced  a  retirement  incentive  designed  to 
encourage  those  who  were  interested  in  retiring  to  do  so,  thereby  reducing  the  size  of  the 
workforce  by  volunteers.   We  also  recognized  that  the  restructuring  involved  major  changes  for 
our  employees  and,  through  the  consultative  process  with  the  National  Association  of  Postal 
Supervisors,  we  guaranteed  all  our  non-bargaining  unit  employees  a  position  with  saved  grade 
and  no  loss  in  salary. 

The  changes  were  substantial.  The  number  of  employees  in  the  Postal  Service's  Executive  and 
Administrative  Schedule  (EAS)  went  from  87,642  in  July  1992  prior  to  restructuring  to  73,704  in 
mid-April,  1993.  The  organizational  changes  and  the  protections  of  grade  and  salary  led  to 
many  individual  choices  and  changes.   Some  employees  made  job  changes  because  their 
former  organization  was  part  of  a  layer  of  management  which  was  eliminated;  others  took  the 
restructuring  as  a  chance  to  make  career  or  personal  changes,  seeking  out  jobs  in  new 
functional  or  geographic  areas;  and,  many  employees  retired.   Some  employees  have  not  yet 
been  placed,  but  our  guarantee  to  them  of  a  job  with  saved  grade  and  frozen  salary  remains. 

The  impact  of  all  these  changes  on  the  EAS  gender,  race  and  ethnicity  employee  profile  was 
negligible.   The  greatest  percentage  shift  was  in  gender,  with  a  1.1  percent  increase  in  females. 
No  other  group  experienced  a  change  of  greater  than  one-half  percent.   No  new  employees 
were  hired  or  promoted  into  EAS  positions,  so  it  was  not  surprising  to  see  general  stability  in 
the  overall  profile.  There  were,  however,  many  individual  changes  as  employees  went  from  one 
part  of  the  organization  to  another  and  those  changes  resulted  in  shifts  within  the  overall  profile 
when  separate  parts  of  the  organization  are  considered. 

In  order  to  examine  the  impact  of  some  of  the  shifts  of  people  from  one  part  of  the  organization 
to  another,  we  took  a  preliminary  look  at  one  part  of  the  Postal  Service-our  headquarters.   (Our 
headquarters  organization  includes  not  only  the  offices  at  L'Enfant  Plaza,  but  also  units 
throughout  the  country  serving  the  field.)   Some  of  that  data  was  provided  to  the  Committee. 
More  current  and  complete  data  shows  that  the  number  of  employees  in  headquarters  dropped 
from  6448  to  4558;  Whites  went  from  73.7  percent  to  73.9  percent  and  Blacks  went  from  19.5 
percent  to  18.8  percent.   Making  a  finer  cut  and  looking  only  at  the  L'Enfant  Plaza  offices,  we 
dropped  from  2195  to  1402  employees.   For  that  group,  Whites  went  from  71.1  percent  to  75.5 
percent;  Blacks  went  from  24.3  percent  to  19.7  percent.   For  the  most  part,  these  shifts  reflect 
the  retirement  and  the  movement  of  employees  out  of  L'Enfant  Plaza  jobs.   For  example,  16.1 
percent  of  White  employees  and  18  percent  of  Black  employees  retired  from  L'Enfant  Plaza 
during  the  incentive  period.   In  addition,  many  employees  sought  and  were  selected  for 
positions  outside  L'Enfant  Plaza.   Black  employees  moved  to  positions  outside  L'Enfant  Plaza  at 
a  greater  rate  than  White  employees  (15.6  percent  and  14  7  percent,  respectively);  of  those 
who  moved  to  jobs  outside  L'Enfant  Plaza,  32.5  percent  of  the  Black  employees  and  29.8 
percent  of  the  White  employees  were  selected  for  higher  level  jobs. 
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A  question  was  raised  at  the  hearing  concerning  the  Facilities  and  Government  Relations 
organizations.   The  Facilities  headquarters  function,  including  its  units  located  throughout  the 
country,  went  from  864  employees  before  restructuring  to  519  after.    Of  those  figures,  13.0 
percent  and  12.7  percent  were  Black,  respectively,   Although  merged  with  the  new  Corporate 
Relations  function  in  February  of  1993,  Government  Relations  had  43  employees   prior  to 
restructuring,  25.6  percent  of  whom  were  Black.   Of  the  23  employees  placed  in  the  unit  after 
restructuring,  8.7  percent  are  Black. 

Several  additional  points  are  noteworthy: 

1.  There  are  211  key  Postal  Career  Executive  Service  (PCES) 
Field  management  positions  (area  manager,  district  manager 
and  plant  and  distribution  manager);  53  or  25.1  percent  are  Black. 

2.  The  total  number  of  PCES  positions,  including  officers,  was 
reduced  from  1134  to  590  as  a  result  of  the  restructuring.   At  the 
same  time,  the  percentage  of  Blacks  in  PCES  positions  increased 
from  10.8  to  14.9  percent. 

3.  The  reduction  in  Headquarters  L'Enfant  Plaza  staffing  involved  a 
disproportionately  high  cut  in  clerical  support  positions,  a  group  of 
positions  in  which  Blacks  were  significantly  represented.   Excluding 
the  predominately  clerical  levels  (levels  1-15),  the  Black  population 
before  and  after  restructuring  was  15.3  and  13.1  percent, 
respectively. 

In  short,  while  the  overall  profile  of  the  Postal  Service  workforce  stayed  about  the  same,  many 
of  our  employees  retired  or  took  jobs  in  different  parts  of  the  organization.   The  individual 
selection  decisions  at  headquarters  were  made  by  many  managers,  with  few  having  more  than 
ten  selections  to  make.   This  widespread  decision  process  involved  a  great  number  of  variables, 
including  the  nature  and  skills  required  of  the  positions,  retirement  and  career  change  decisions 
made  by  the  employee  pool  available  for  selection,  and  the  restructured  units  and  their  new 
requirements.   These  variables,  the  diminished  number  of  headquarters  positions,  the  new 
positions  created  in  the  field,  and  the  emphasis  on  field  activities  as  the  key  point  of  the  new 
focus  on  the  customer  all  contributed  to  the  redistribution  of  employees  throughout  the  Postal 
Service.  This  also  led  to  some  changes  in  the  profiles  of  some  of  the  units,  changes  which  in 
some  cases  could  be  viewed  as  an  improvement  in  the  diversity  of  the  workforce,  in  others  a 
loss.   But,  as  we  neither  hired  nor  promoted  any  non-EAS  employee  into  any  management 
position,  the  total  profile  could  be  changed  only  by  retirements  and  that  change,  as  noted,  was 
nominal. 

Beyond  Affirmative  Action  Responsibility 

Affirmative  action  laid  the  groundwork  for  the  "assimilation"  of  people  of  color  and  women  into 
the  corporate  world.   It  was  through  its  affirmative  action  efforts  that  the  Postal  Service  became 
the  diverse  organization  it  is  today.  The  Postal  Service  is  not  moving  away  from  affirmative 
action.  There  is  still  an  important  place  for  affirmative  action  from  a  legal,  moral  and  social 
perspective.   When  all  other  functions  were  being  reduced  during  reorganization,  Diversity 
Development  was  being  created  to  add  81  positions  to  the  new  structure.   The  purpose  of  this 
addition  was  to  strengthen  and  enhance  our  solid  foundation  of  affirmative  action. 
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We  view  diversity  as  a  concept  that  builds  on  a  cornerstone  of  the  affirmative  action  efforts.   It 
must  be  entered  into  willingly  by  the  organization,  not  only  because  management  recognizes 
the  ethical  and  moral  imperative  to  treat  all  employees  equitably,  but  because  it  recognizes  the 
business  reasons  for  the  initiative.    In  this  role  Diversity  Development  serves  as  the  mainstream 
guide  and  educator  to  the  new  organization  to  help  it  build  a  more  inclusive  environment  that 
values  and  respects  the  differences  in  all  people. 

Compliance  with  EEOC  Regulations 

The  Postal  Service,  like  all  other  federal  agencies,  is  required  to  comply  with  Equal  Employment 
Opportunity  Commission  (EEOC)  guidelines  (29  CFR  1614)  in  the  establishment  of  a  multi-year 
affirmative  action  plan  for  minorities  and  women.  Although  we  do  not  have  a  separate 
affirmative  action  unit,  the  affirmative  action  responsibility  is  incorporated  within  the  Diversity 
Awareness  unit  of  Diversity  Development,  which  is  managed  by  the  former  General  Manager  of 
Affirmative  Action.   Diversity  Development  will  take  the  lead  in  providing  guidance  to  head- 
quarters and  field  units  regarding  affirmative  action  compliance.   We  will  provide  the  necessary 
workforce  profile  and  civilian  labor  force  statistics  to  the  reporting  units,  monitor  the  progress  of 
each  unit,  and  provide  instructions  on  how  to  develop  a  plan  and  accomplishment  report. 

By  letter  dated  October  30,  1991,  we  were  instructed  by  EEOC  to  extend  our  multi-year  plan 
through  fiscal  year  1993.   However,  since  we  have  restructured,  the  1991-1992  multi-year  plan 
prepared  by  the  Postal  Service  is  no  longer  relevant  to  the  new  structure.    Diversity  Develop- 
ment has  informed  the  EEOC  of  our  new  structure  and  we  have  jointly  agreed  to  meet  and 
formalize  how  we  will  approach  the  development  of  a  new  plan.   Recently,  we  were  informed 
that  the  multi-year  plan  would  probably  be  extended  through  1994.    EEOC  is  waiting  for  a 
Chairperson  to  be  named  to  the  Commission  before  it  issues  new  management  directives 
instructing  agencies  how  to  prepare  a  plan  and  accomplishment  report. 

Mission  of  Diversity  Development 

Diversity  Development  has  a  consulting  role  to  identify,  design  and  develop  tools  and 
techniques  that  instill  in  the  consciousness  of  every  employee  and  customer  that  we  treat 
everyone  with  respect  and  dignity.  That  role  includes  raising  the  awareness  of  individual  and 
group  attitudes  about  various  cultures  that  may  inhibit  the  way  we  treat  one  another  and  do 
business.    Diversity  Development  cannot  write  a  manual  or  handbook  to  make  us  a  model 
inclusive  organization  today,  next  week,  or  next  year.   But,  it  does  have  the  responsibility  to 
keep  the  issues  of  diversity  in  the  forefront  so  that  over  time,  managers  and  craft  employees 
understand  the  importance  of  diversity  issues  to  postal  success.   The  newly  created  office  must 
serve  every  function,  and  every  function  must  support  this  role. 

Diversity  Development,  therefore,  has  a  tremendous  challenge  to  educate  and  guide  managers 
toward  this  new  way  of  thinking.  Although  it  is  responsible  for  developing  and  assisting  in 
affirmative  action  planning,  its  charge  goes  much  farther.   It  encompasses  five  distinct  units. 
Both  Diversity  Awareness  and  Succession  Planning  focus  on  employees.  Vendor  Programs 
links  minority,  women  and  small  business  suppliers  with  the  purchasing  functions.   Customer 
Interface  links  customers  and  our  marketing  and  customer  service  efforts.   Policies  and 
Planning  is  dedicated  to  oversight  of  the  full  integration  of  diversity  strategies  and  initiatives, 
both  internal  and  external  to  the  organization. 
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Initiatives  to  Increase  Diversity  at  Senior  Levels 

Although  not  based  in  the  Diversity  Development  organization,  the  Management  Intern  Program 
is  a  Postal  Service  training  initiative  designed  to  identify  and  select  a  diverse  group  of 
individuals  to  develop  for  future  leadership  positions. 

This  program,  developed  by  the  U.S.  Civil  Service  Commission,  was  used  by  the  USPS  from 
1966  to  1970.    It  was  reintroduced  in  1988  as  a  USPS  program,  modeled  after  the  earlier 
program  but  updated  to  reflect  specific  organizational  needs.   The  program  is  designed  to 
recruit  and  develop  each  year  10  to  20  recent  graduates  and  experienced  postal  employees 
with  either  an  undergraduate  degree  or  graduate  degree  from  selected  colleges  and  universities 
with  the  expectation  of  their  ultimately  becoming  executives  and  corporate  officers.   The  length 
of  training  covers  a  two  to  four  year  period,  and  provides  a  mix  of  assignments  or  a  compre- 
hensive overview  of  the  USPS.  At  the  successful  completion  of  the  program,  interns 
will  be  outplaced  noncompetitiveiy  in  positions  at  EAS  20-26  at  headquarters,  area  offices  and 
districts. 


Future  Directions 

Learning,  sharing,  and  evaluating  progress  in  the  area  of  diversity  is  a  continuous  process. 
Diversity  Development  will  address  challenging  issues,  on  a  daily  basis,  which  evolved  over 
centuries  of  American  history.   Diversity  Development  initiatives  will  help  guide  the  Postal 
Service  into  the  future  with  multiple  approaches  to  improving  organizational  effectiveness. 
Cultural  audits  will  be  used  to  analyze  specific  trends  which  could  have  serious  impact  on 
employee  commitment.   Through  customer  interface  initiatives  based  on  community  outreach 
and  sensitivity  to  customers,  we  will  identify  the  business  needs  of  diverse  domestic  and 
international  customers  in  order  to  increase  the  customer  base  of  those  groups. 

Diversity  Development,  through  its  vendor  programs  will  continue  to  promote  an  awareness  of 
the  advantage  of  using  small,  minority,  and  women-owned  businesses  in  both  traditional  and 
non-traditional  procurement.   By  developing  succession  planning  models  Diversity  Development 
will  continue  to  assist  the  organization  to  identify  diverse  talent  in  selections  and  design 
processes  that  establish  and  promote  fair  and  equitable  opportunities  to  all  employees  in 
promotions.   Through  interface  with  the  organizational  managers,  Diversity  Development  policy 
and  planning  efforts  will  frame  the  diversity  mission  for  the  Postal  Service. 

These  goals  are  designed  to  equip  Diversity  Development  with  a  sound  base  in  issues  that  can 
contribute  to  the  achievement  of  diversity  goals  at  all  levels  of  the  organization.   This  is  only  a 
beginning,  as  this  base  must  be  understood  and  embraced  by  senior  postal  managers  as  they 
continue  to  settle  in  and  move  beyond  the  adjustments  required  by  reorganization.   Senior 
managers  must  model  new  and  inclusive  behaviors  and  practices  in  order  to  convey  the  new 
directions  which  are  essential  to  changing  the  postal  culture. 

A  firm  grounding  has  been  made  in  Diversity  Development  to  acquire  expertise  by  research, 
and  designing  models  that  will  give  the  new  office  credibility  as  change  agents  for  diversity 
issues  critical  to  postal  success. 
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Response  to  Written  Questions  Submitted  by  Hon.  William  L.  Clay  to  Marvin 

Runyon 

Question  1.  Do  you  have  data  by  accounting  period  on  the  financial  condition  of 
the  Postal  Service?  If  so,  why  is  that  information  not  provided  to  this  committee? 

Answer.  We  do  have  information  on  the  Postal  Service's  financial  condition  by  ac- 
counting period.  As  part  of  the  restructuring,  we  consolidated  some  of  our  financial 
reports,  including  the  Financial  and  Operating  Statements,  to  conserve  resources. 
It  was  not  our  intention  to  provide  the  Committee  with  less  information  about  post- 
al finances.  We  have  reinstituted  the  publishing  of  this  report  and  this  information 
is  now  being  provided  to  the  Committee. 

Question  2.  GAO  testified  that  the  Postal  Service  was  considering  the  elimination 
of  another  3,000  positions.  Specifically,  what  are  those  positions? 

Answer.  The  Postal  Service  has  no  specific  plans  to  eliminate  3,000  additional  po- 
sitions. We  are,  however,  continuing  to  review  field  administrative  support  and 
other  overhead  positions  to  determine  appropriate  staffing  levels.  We  cannot  say  at 
this  time  if  any  positions  will  be  eliminated  or  added. 

Question  3.  GAO  testified  that  overtime  costs  were  very  high  and  jeopardized  your 
projected  savings.  What  steps  are  you  taking  to  reduce  overtime?  Do  employees  face 
discipline  if  they  refuse  excessive  overtime? 

Answer.  In  December  1992,  the  Postal  Service  signed  a  memorandum  of  under- 
standing (MOU)  with  the  National  Association  of  Letter  Carriers  (NALC)  concerning 
part-time  flexible  (PTF)  employee  conversions  to  full-time  regular  (FTR)  status,  and 
the  hiring  and  use  of  Transitional  Employees  (TEs).  Two  months  later,  the  Postal 
Service  signed  a  similar  MOU  with  the  American  Postal  Workers  Union  (APWU). 

These  MOUs  simplify  TE  hiring.  They  allow  for  the  hiring  of  up  to  29,000  city 
carrier  TEs,  and  a  maximum  of  22,000  clerk  craft  TEs  on  the  rolls  during  the  life 
of  the  agreements.  We  now  have  approximately  19,600  carrier  and  16,400  clerk  TEs, 
and  plan  to  hire  employees  consistent  with  the  MOUs. 

We  are  also  implementing  a  plan  to  hire  additional  career  and  supplemental 
workforce  employees.  This  plan  adds  15,000  career  employees  to  our  rolls,  and  re- 
places 8,000  casual  employees  whose  terms  expired  in  June. 

The  additional  hiring  is  beginning  to  pay  off.  We  are  tracking  our  progress  and 
expect  to  return  to  historical  overtime  levels  as  additional  TEs  and  career  employees 
join  our  rolls. 

Overtime  is  assigned  based  upon  seniority  and  jobs  skills.  First  preference  is 
given  to  the  most  senior  FTR  employees  who  request  overtime  assignments.  Over- 
time is  then  assigned  to  PTF  employees.  If  additional  employees  are  needed,  work 
is  assigned  to  FTR  employees,  in  reverse  seniority. 

The  National  Agreements  work  with  the  postal  unions  set  limitations  on  the  num- 
ber of  hours  an  employee  may  be  forced  to  work.  It  is  possible  that  an  employee 
may  be  disciplined  for  refusing  to  work  overtime.  Such  action  would,  of  course,  be 
subject  to  just  cause  principles  and  the  grievance  procedures  in  the  National  Agree- 
ments. 

Question.  4.  It  had  also  been  reported  in  the  press  prior  to  May  6th  that  Postal 
Service  management  has  lost  interest  in  the  Violence  Task  Force.  Two  of  the  last 
three  monthly  meetings  had  been  canceled.  Were  those  meetings  canceled  as  stated 
in  the  press?  Why  were  they  canceled?  What  actions  have  resulted  from  the  Vio- 
lence Task  Force  since  June  15,  1992? 

Answer.  The  press  never  inquired  about  why  the  meetings  were  canceled.  The 
April  and  May  Task  Force  meetings  were  canceled  due  to  a  conflict  with  the  newly 
scheduled  Leadership  Council  meetings  developed  by  the  Postmaster  General  as 
weekly  meetings  involving  all  Officers  of  the  Postal  Service  together  with  the  Presi- 
dents of  our  labor  and  management  organizations — the  same  people  who  are  on  the 
Task  Force. 

The  Violence  and  Behavior  Task  Force  meetings  had  originally  been  set  for  the 
second  Tuesday  of  each  month.  However,  with  the  development  of  the  Leadership 
Council,  all  Tuesday  afternoons  were  dedicated  to  the  leadership  meetings.  Finding 
available  replacement  dates  for  the  Presidents  of  seven  union  and  management  or- 
ganizations was  impossible  on  such  short  notice.  Consequently,  the  Violence  and  Be- 
havior meetings  were  canceled  for  April  and  May.  Nonetheless  it  should  be  noted 
that  the  same  parties  met  during  those  months  on  a  weekly  basis  through  the  vehi- 
cle of  the  Leadership  Council,  and  engaged  in  considerable  discussion  about  the  re- 
cent events  in  Dearborn  and  Dana  Point.  The  Violence  and  Behavior  Task  Force  has 
since  readjusted  its  schedule  and  now  meets  monthly  on  the  Wednesday  coinciding 
with  weeks  in  the  which  our  Board  of  Governors  meet. 

The  Task  Force  has  released  two  joint  statements  on  Violence  and  Behavior  and 
has  considered  several  alternative  proposals  on  a  process  for  intervention  (none  of 
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which  has  received  full  Committee  approval).  Vince  Sombrotto,  President  of  the 
NALC,  agreed  to  draft  a  recommended  proposal  on  intervention  at  our  last  meeting 
on  June  9  for  the  full  Committee's  review  at  the  July  14  meeting.  Nonetheless,  there 
have  been  numerous  "ad  hoc"  interventions  by  Task  Force  members  into  problem 
situations. 

Question  5.  It  has  also  been  reported  in  the  press  that  the  Employee  Assistance 
Program  which  helps  reduce  stress  is  not  functioning  well  after  restricting.  Are  the 
press  reports  true  that  phones  are  not  answered  and  that,  when  answered,  employ- 
ees are  simply  referred  to  public  health  agencies?  Please  provide  specifics  on  your 
Employee  Assistance  Program. 

Answer.  The  Employee  Assistance  Program  (EAP)  did  undergo  some  restructuring 
along  with  the  rest  of  the  Postal  Service.  As  a  result  of  our  last  labor  contract,  the 
Postal  Service  agreed  to  form  a  committee  with  the  APWU  and  the  NALC  to  work 
jointly  in  the  development  of  an  expanded  EAP  and  in  improvements  in  the  existing 
EAP.  This  joint  committee  has  been  meeting  regularly  to  develop  and  guide  the  fu- 
ture of  the  program.  Our  previous  EAP  was  designed  only  as  a  substance  abuse 
counseling  program.  Although  some  counselors  did  do  more  extensive  counseling, 
there  were  generally  not  trained  or  certified  to  deal  with  problems  other  than  sub- 
stance abuse.  The  committee  has  been  moving  in  the  direction  of  providing  more 
"broad  brush"  services  to  employees,  including  such  diverse  areas  as  family  counsel- 
ing, stress  management,  financial  counseling,  crisis  intervention,  etc.,  in  addition  to 
substance  abuse  counseling.  Restructuring  gave  us  an  opportunity  to  make  some 
changes  and  improvements  ahead  of  the  committee's  original  schedule. 

During  the  transitional  period,  any  problems  reported  by  employees  in  obtaining 
services  were  dealt  with  swiftly.  Many  EAP  Counselors  took  advantage  of  the  retire- 
ment incentives  offered  during  restructuring.  We  therefore  expanded  an  existing 
Interagency  Agreement  we  had  with  Region  V  of  the  Public  Health  Service  (which 
provides  professional  EAP  services  to  many  agencies  and  departments  in  the  gov- 
ernment) to  include  transition  services  in  those  places  that  were  underserved  as  a 
result  of  retirements.  PHS  has  been  providing  well  qualified  counselors  who  are 
available  to  employees  very  easily  through  an  800  number  phone  call.  Appointments 
made  through  the  800  number  are  generally  kept  within  24  hours  at  the  worksite 
or  anywhere  else  the  employee  feels  comfortable  meeting. 

The  old  position  of  EAP  Counselor  (EAS  14/15)  that  served  as  substance  abuse 
counselor  was  eliminated.  We  are  now  filling  the  new  position  of  EAP  Coordinator 
(EAS  21)  for  each  of  our  85  districts.  The  new  position  requires  clinical  experience 
and  a  master's  degree  in  a  counseling  related  field.  The  EAP  Coordinator  will  be 
responsible  for  developing  and  overseeing  a  network  of  community  services  and  pro- 
fessional counselors  to  serve  employees  throughout  each  district.  In  addition,  this 
position  will  provide  assistance  to  labor  and  management  in  interpreting  the  Em- 
ployee Opinion  Survey  and  implementing  beneficial  change  as  a  result.  The  Coordi- 
nator will  also  act  as  consultant  to  managers  working  to  make  changes  in  culture 
and  in  individual  management  style. 

Question  6.  It  has  been  reported  that  the  Postal  Service  is  consolidating  the  EEO 
complaints  from  individuals  at  the  transition  centers  in  the  Washington,  D.C.  area 
without  attempting  any  informal  resolution  as  provided  by  regulation.  Is  this  hap- 
pening and.  if  so,  why  isn't  the  Postal  Service  following  its  EEO  regulations? 

Answer.  Equal  Employment  Opportunity  Commission  (EEOC)  regulations  at  29 
C.F.R.  1614.606  provide  that  an  agency  can  consolidate  complaints  of  discrimination 
filed  by  two  or  more  complainants  consisting  of  substantially  similar  allegations  of 
discrimination  or  relating  to  the  same  matter.  In  the  case  of  employees  affected  by 
the  restructuring,  and  who  were  placed  in  the  transition  centers  in  the  Washington, 
D.C.  area,  complaints  were  only  consolidated  in  one  instance  where  employees  in 
the  same  work  unit  under  the  same  official  were  affected.  There  was  no  widespread 
consolidation  of  complaints. 

Prior  to  filing  formal  complaints,  each  affected  employee  went  through  the  pre- 
complaint  counseling  process  where  informal  resolution  is  attempted.  Any  offer  of 
an  immediate  resolution  would  have  been  made  at  that  stage  of  the  process.  The 
EEOC's  regulations  encourage  resolution  throughout  the  entire  complaint  process, 
however,  and  the  Postal  Service  will  continue  to  explore  the  settlement  of  com- 
plaints in  the  investigative  stage  as  well. 

Question  7.  Is  the  Postal  Service  planning  to  contract  out  the  work  done  by  Mail 
Equipment  Shops  (MES)?  I  understand  that  129  of  the  130  bargaining  unit  employ- 
ees at  the  Washington,  D.C.  MES  are  black.  Is  this  part  of  your  diversity  plan? 

Answer.  No.  Since  April  2,  1993,  to  date,  a  joint  labor-management  task  force  has 
met  on  six  occasions  to  study  and  evaluate  the  work  process  and  environment  of 
the  MES,  in  order  to  get  manufacturing  costs  under  control,  reduce  cost  variances 
with  external  manufacturing  sources,  and  improve  labor-management  dialogue  to 
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promote  the  long-term  viability  of  the  MES  as  a  Postal  manufacturing  facility.  The 
task  force  expects  to  complete  its  study  and  recommendations  by  the  end  of  August. 
We  believe  this  is  an  excellent  example  of  how  Postal  labor  and  management  can 
jointly  undertake  objective  study  and  evaluation  of  work  processes  with  the  mutual 
goal  of  improving  efficiency  and  output  relative  to  external  sources  of  product. 

This  joint  effort  maximizes  the  opportunity  to  transform  MES  into  an  efficient 
unit  which  can  survive  as  an  entity  because  it  is  competitive  and  cost-effective  com- 
pared to  other  external  sources  of  supply.  If  we  can  produce  goods  of  better  value 
than  we  can  buy  on  the  market,  there  is  no  need  to  subcontract. 

Question  8.  It  is  our  understanding  that  transitional  employees  may  be  employed 
for  up  to  two  360-day  periods.  These  employees,  who  are,  in  effect,  employed  for  up 
to  two  years,  receive  no  health  benefits  or  retirement  benefits.  In  light  of  the  push 
for  health  care  reform  in  this  country,  with  its  emphasis  on  providing  at  least  mini- 
mum benefits  for  individuals  without  health  care  coverage,  should  the  Postal  Serv- 
ice not  be  a  leader  in  finding  a  way  to  provide  at  least  minimum  benefits  for  these 
employees? 

Answer.  The  "transitional  employee"  as  a  postal  bargaining  unit  classification 
came  into  existence  pursuant  to  the  operation  of  collective  bargaining  and  the  deci- 
sion of  the  1991  interest  arbitration  board.  The  wages,  hours,  and  other  terms  and 
conditions  of  employment  for  the  transitional  employee  classification  were  deter- 
mined to  be  "non-career"  due  to  the  demonstrated  need  for  a  category  of  labor  "to 
fill  anticipated  impacted  positions  as  a  result  of  automation"  with  a  wage  and  bene- 
fit package  comparable  to  private  sector  experience  with  contingent  type  workers. 
Thus,  there  are  not  certain  core  fringe  benefits,  such  as  health  insurance,  which  are 
rarely  provided  to  private  sector  contingent  workers.  The  collective  bargaining  judg- 
ment was  that  the  need  of  temporary  workers  is  not  uniform  and  the  wage  rate  was 
generous  enough  to  afford  protection  on  an  individual  basis,  if  needed. 

Response  to  Written  Questions  Submitted  by  Hon.  Leslie  L.  Byrne  to  Marvin 

Runyon 

Question  1.  What  consideration  has  the  United  States  Postal  Service  (USPS)  given 
to  saving  health  benefits  costs  by  devising  a  more  efficient  delivery  system  rather 
than  through  shifting  costs  to  employees? 

Answer.  As  discussed  in  response  to  question  number  2  below,  in  1989  the  Postal 
Service  conducted  a  study  to  explore  the  feasibility  of  establishing  its  own  health 
benefit  program  independent  of  the  Federal  Employees  Health  Benefit  (FEHB)  pro- 
gram, in  which  we  currently  participate.  A  primary  objective  of  that  study  was  to 
explore  alternatives  that  could  reduce  the  rate  of  annual  increase  in  the  Posted 
Service's  health-care  costs  and,  in  turn,  provide  a  more  efficient  and  cost  effective 
system  for  our  employees. 

Question  2.  I  understand  that  the  USPS  has  in  the  past  considered  a  separate 
USPS  plan.  Do  you  have  reason  to  believe  that  the  USPS  could  deliver  health  bene- 
fits to  its  employees  more  efficiently  by  being  self-insured  and  having  its  own  sepa- 
rate plan? 

Answer.  In  1989,  the  Postal  Service  had  a  study  conducted  on  the  feasibility  of 
establishing  a  separate  USPS  health  benefits  plan.  While  this  study  concluded  that 
a  separate  USPS  plan  could  create  opportunities  for  savings,  a  number  of  assump- 
tions have  since  changed.  Also,  identified  areas  of  cost  reduction  have  subsequently 
been  introduced  into  the  FEHB  program,  most  notably  managed  care.  Furthermore, 
it  was  determined  that  the  Postal  Service's  participation  in  the  FEHB  program  can 
be  accounted  for  as  a  multi-employer  plan  under  the  Financial  Accounting  Standard 
106,  which  was  issued  in  1990.  This  means  that  by  remaining  in  FEHB  the  Postal 
Service  can  continue  to  use  the  pay-as-you-go  basis  to  account  for  the  cost  of  post- 
retirement  health  care  benefits  as  opposed  to  an  accrual  basis,  which  would  add  $4 
to  $7  billion  a  year  to  our  profit  and  loss  statement  for  the  foreseeable  future.  Under 
the  circumstances,  and  in  view  of  the  unknown  implications  of  the  current  national 
health  care  reform  efforts,  we  have  not  pursued  the  possibility  of  establishing  our 
own  plan.  However,  a  recent  health  benefits  arbitration  between  the  Postal  Service 
and  our  two  major  unions  resulted  in  an  award  which,  among  other  things,  estab- 
lishes a  commission  to  undertake  a  feasibility  study  to  make  recommendations  to 
the  parties  regarding  a  restructured  joint  health-care  benefits  program.  Rec- 
ommendations are  to  be  made  to  the  parties  by  December  31,  1994. 

Question  3.  You  have  been  aggressive  in  cutting  costs,  but  you  have  also  been  ag- 
gressive in  insisting  upon  delegation  of  authority  and  employee  empowerment. 
Should  you  not  expect  a  severe  negative  employee  backlash  against  efforts  to  cut 
their  health  benefits? 

Answered  at  Number  4. 
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Question  4.  Do  you  expect  your  efforts  to  cut  health  benefits  costs  (in  effect  shift- 
ing health  benefits  costs  to  employees)  to  have  a  negative  impact  on  employee  mo- 
rale and  cooperation  with  management? 

Answer.  I  think  that  our  employees,  unions,  and  associations  understand  the  need 
for  the  Postal  Service  to  provide  a  total  compensation  package  that  meets  the  com- 
parability standard  of  the  Postal  Reorganization  Act.  Subsequent  to  the  April  hear- 
ing before  your  committee,  an  arbitration  award  was  rendered  concerning  our 
health-care  benefits.  This  award  provides  for  moderate  cost  shifting  that  is  phased 
in  over  four  years  beginning  in  1994,  dropping  one  percentage  point  in  the  formula 
each  year  through  1997.  We  are  also  providing  certain  benefits  to  offset  the  impact 
on  employees.  In  fact,  the  President  of  our  largest  union  accurately  observed,  "This 
is  very  much  a  mixed  decision.  In  the  short  run,  employees  will  actually  pay  less 
than  they  otherwise  would,  although  in  later  years,  the  reverse  will  be  true." 

Question  5.  Do  you  think  it  is  appropriate  for  the  USPS  to  keep  the  major  postal 
unions  informed  of  your  plans  to  revise  the  rate  structure,  bearing  in  mind  that 
such  revisions  may  affect  employees? 
Answered  at  Number  6. 

Question  6.  If  you  think  it  is  appropriate  to  keep  employee  representatives  ad- 
vised, have  you  done  so,  and,  if  not,  when  will  you  do  so? 

Answer.  We  do  believe  that  it  is  important  to  keep  the  union  and  management 
organization  heads  informed  of  matters  which  affect  the  USPS  and  consequently  its 
employees.  Because  of  this  belief,  we  have  invited  the  presidents  of  the  seven  major 
organizations  to  join  all  of  the  officers  of  the  Postal  Service  at  the  weekly  meetings 
of  what  is  now  called  the  Leadership  Committee.  Through  attendance  at  these  meet- 
ings the  organizations  not  only  receive  information  as  it  evolves  but  also  have  an 
opportunity  to  provide  input  before  final  decisions  are  reached. 

Revising  the  rate  structure  to  enable  the  Postal  Service  to  be  competitive  has  been 
discussed  at  our  Leadership  Committee  meetings  and  undoubtedly  will  be  the  sub- 
ject of  future  discussions.  .       . 

Question  7.  In  light  of  the  push  for  health  care  reform  in  this  country,  with  its 
emphasis  on  providing  at  least  minimum  benefits  for  individuals  without  health 
care  coverage,  should  the  USPS  not  be  a  leader  in  finding  a  way  to  provide  at  least 
minimum  benefits  for  these  employees?  ■ 

Answer.  The  Postal  Service  provides  health  benefits  through  the  Federal  Employ- 
ees Health  Benefits  (FEHB)  program.  Eligibility  for  coverage  is  determined  in  ac- 
cordance with  the  FEHB  regulations.  While  FEHB  does  not  cover  every  employee, 
overall  the  access  to  coverage  is  considered  to  be  among  the  best.  The  Postal  Serv- 
ice's statutory  mandate  is  to  provide  compensation  and  benefits  paid  for  comparable 
levels  of  work  in  the  private  sector  of  the  U.S.  economy.  We  believe  the  Postal  Serv- 
ice is  meeting,  and  in  some  instances  exceeding,  this  standard. 

Question  8.  How  many  transitional  sites  are  there  nationwide  for  displaced  EAb 
employees?  .  _ 

Answer.  There  were  13  transition  centers  nationwide  serving  EAb  employees  trom 
headquarters  at  L'Enfant  Plaza  and  headquarters  units  located  in  the  field.  Ten  of 
those  sites  are  still  in  operation;  three  were  closed  as  employees  were  placed. 
Question  9.  How  many  EAS  employees  are  housed/detailed  to  these  sites? 
Answer.  There  are  currently  278  employees  assigned  to  the  ten  sites. 
Question  10.  What  functions  are  performed  currently  by  these  EAS  employees? 
Answer.  For  much  of  the  time  since  the  centers  opened  the  employees  were  pro- 
vided job  search  assistance,  training  and  counseling,  as  well  as  Postal  Service  skills 
training.  Some  of  the  employees  are  now  on  detail  to  post  offices  and  other  Postal 
Service  installations  filling  temporary  vacancies  or  assisting  in  projects.  All  the  em- 
ployees still  assigned  to  the  transition  centers  recently  applied  to  an  announcement 
of  a  large  number  of  vacancies;  many  have  been  going  on  interviews  and  are  await- 
ing responses  to  those  applications.  A  few  employees  continue  with  efforts  to  seek 
private  sector  employment,  utilizing  the  job  search  processes  supported  by  the  tran- 
sition centers.  „        ,  _,_  A  _         .  _ 
Question  11.  How  much  has  the  USPS  spent  for  relocation  of  EAS  employees.'' 
Answer.  Through  Accounting  Period  09,  the  Postal  Service  has  paid  approximately 
$22  6  million  in  employee  relocation  costs  because  of  restructuring.  Approximately 
3  200  relocations  have  been  initiated  since  October  1,  1992.  These  figures  include 
both  Executive  and  Administrative  Schedule  (EAS)  and  Postal  Career  Executive 
Service  (PCES)  employees,  with  about  90  percent  of  the  relocations  in  the  EAS  cat- 
egory. Our  accounting  system  does  not  differentiate  between  relocation  costs  appli- 
cable to  EAS  and  PCES  employees. 

Question  12.  How  has  this  affected  the  USPS  budget? 

Answer.  The  Postal  Service  accrued  $30  million  in  Fiscal  Year  1992  for  employee 
relocations  costs  resulting  from  the  restructuring.  This  $30  million  was  included  in 
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the  $1.01  billion  restructuring  costs  for  1992.  As  part  of  our  year-end  accounting, 
we  will  be  reviewing  the  total  amount  paid  in  1993,  and  any  amounts  estimated  to 
be  paid  in  Fiscal  Year  1994  for  relocations  initiated  in  1993  pursuant  to  the  restruc- 
turing. Any  increase  in  the  total  estimated  cost  will  be  accrued  and  recognized  as 
an  expense  in  the  1993  audited  financial  statements.  No  budget  was  provided  for 
additional  relocation  costs  in  1993. 

Question  13.  I  am  curious  what  the  new  employees  will  be  doing  who  are  cur- 
rently moving  into  the  Dewey  building,  next  to  the  Merrifield  Plant,  within  my  con- 
gressional district  ( 1 1-VA)? 

Answer.  Restructuring  of  the  engineering,  research  and  development  functions  in- 
volved the  merger  of  elements  of  several  previous  departments  and  elimination  of 
a  level  of  management.  To  better  coordinate  these  activities,  we  made  a  decision  to 
locate  the  entire  headquarters  staff  at  Merrifield.  We  will  be  relocating  95  people 
from  L'Enfant  Plaza  to  the  Dewey  Building.  All  of  these  employees  are  professional 
and  technical  personnel  involved  in  systems  development  and  equipment  acquisi- 
tion. 

Response  to  Written  Questions  Submitted  by  Hon.  Frank  McCloskey  to 

Marvin  Runyon 

Question  1.  Are  you  interested  in  pursuing  ratemaking  reform  or  is  that  a  dead 
issue? 

Answer.  The  Postal  Service  still  is  very  much  interested  in  ratemaking  reform. 
Right  now  our  focus  is  on  changes  in  the  administrative  process  that  can  be  accom- 
plished without  new  legislation.  Like  the  members  of  the  Joint  Task  Force  on  Postal 
Ratemaking,  we  believe  that  there  may  be  several  types  of  new  procedures  that  can 
be  implemented  without  changing  the  existing  statutory  framework.  We  are  in  the 
process,  therefore,  of  trying  to  convert  many  of  the  concepts  developed  by  the  Task 
Force  into  actual  procedures. 

Last  fall,  the  Postal  Service  tried  to  introduce  an  example  of  such  proposed 
streamlined  procedures  at  the  time  it  filed  its  pending  request  for  a  recommended 
decision  on  a  new  classification  structure  and  new  rates  for  bulk  small  parcels.  We 
felt  that  it  would  be  highly  instructive  to  try  to  apply  one  of  the  Task  Force  concepts 
in  an  actual  Commission  proceeding.  In  the  bulk  small  parcel  case,  the  Commission 
has  not  been  successful  in  incorporating  our  proposals  into  practice.  Some  of  the  ex- 
perience gained  from  this  effort,  however,  may  be  helpful  in  devising  rules  to  ad- 
dress similar  procedural  concerns. 

The  Postal  Service  anticipates  that  improvements  in  the  immediate  future  are 
most  likely  with  regard  to  proceedings  other  than  general  rate  cases.  Relating  to 
general  rate  cases,  the  Joint  Task  Force  proposed  to  establish  rigid  four-year  rate 
cycles,  with  actual  rate  changes  occurring  every  two  years.  The  Governors  rejected 
the  notion  of  additional  constraints  on  ratemaking  flexibility.  The  Postal  Service 
seeks  to  extend,  rather  than  institutionalize,  the  period  between  rate  adjustments. 
The  decision  not  to  adopt  this  particular  proposal,  however,  does  not  reflect  any  de- 
sire on  our  part  to  retreat  from  ratemaking  reform  in  general,  and  should  not 
hinder  our  efforts  to  move  forward  on  other  proposals  that  we  perceive  to  be  more 
promising. 

Question  2.  How  do  you  feel  about  the  relationship  with  the  Postal  Rate  Commis- 
sion? Are  you  communicating  with  the  PRC? 

Answer.  The  current  working  relationship  between  the  Postal  Service  and  the 
Postal  Rate  Commission  is  good.  Formal  proceedings  before  the  Commission  are  gov- 
erned by  the  Commission's  Rules  of  Practice  and  Procedure.  Within  the  structure 
provided  by  the  rules,  Commission  cases  proceed  smoothly,  generally  without 
significat  controversy  beyond  normal,  legitimate  disagreements  among  the  parties 
over  questions  interpreting  the  rules  and  Commission  precedent.  In  virtually  all  in- 
stances, legitimate  disputes  are  resolved  satisfactorily  by  rulings  of  the  Presiding 
Officer  or  by  orders  of  the  full  Commission. 

Between  formal  Commission  cases,  the  Postal  Service  and  other  parties  often  co- 
operate in  rulemaking  proceedings,  which  typically  result  in  clarifying  or  revising 
the  rules  of  practice  and  procedure.  On  an  ongoing  basis  pursuant  to  the  Commis- 
sion's periodic  reporting  rules,  the  Postal  Service  furnishes  to  the  Commission  a  va- 
riety of  financial  data,  cost  information,  volume  statistics,  and  other  information 
from  published  reports  and  other  sources.  From  time  to  time  we  provide  briefings 
to  the  Commission  on  matters  of  common  concern.  The  Postal  Service  also  responds 
on  an  ad  hoc  basis  to  various  requests  from  the  Commission's  staff  for  information 
and  assistance,  and  arranges  opportunities  to  observe  postal  operations  and  facili- 
ties. 
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Question  3.  What  is  the  status  of  the  Postal  Service's  Capital  Investment  Program 
in  regards  to  bricks  and  mortar  for  new  post  offices?  Have  any  new  projects  been 
funded  since  July? 

Answer.  Over  the  past  year,  the  new  field  organization  has  been  reevaluating  and 
recertifying  the  need  for  all  new,  replacement  or  expanded  facility  projects.  During 
that  time,  all  requests  for  leased  or  owned  facilities  have  been  submitted  to  head- 
quarters for  approval.  Approximately  350  such  facilities  have  been  approved  since 
last  July  1992. 

The  proposed  Fiscal  Year  1994-98  Capital  Investment  Plan  submissions  are  un- 
dergoing final  review  and  prioritization  at  headquarters.  It  is  expected  that  the  plan 
will  be  smaller  than  recent  five-year  plans,  reflecting  changes  in  automation  strate- 
gies, administrative  staffing  reductions,  and  continued  cost  control  efforts.  It  is  ex- 
pected that  the  plan  will  be  presented  to  the  Board  of  Governors  in  September  1993. 

Question  4.  My  staff  was  informed  about  an  asbestos  problem  in  a  facility  in  Mar- 
ion, Indiana.  Unfortunately,  during  the  restructuring  this  facility's  authorization  for 
asbestos  cleanup  got  lost  in  the  shuffle.  It  wasn't  until  a  member  of  my  staff  insisted 
that  the  Postal  Service  investigate  this  situation  that  funding  was  approved  for  as- 
bestos removal.  How  many  other  facilities  are  awaiting  approval  for  asbestos  re- 
moval? 

Answer.  Asbestos  remediation  funding  for  the  Marion  Post  Office  has  been  ap- 
proved and  the  remediation  work  is  ongoing.  There  is  one  asbestos  remediation 
project  (Villa  Park,  Illinois)  being  reviewed  at  Headquarters  to  determine  if  removal, 
encapsulation  or  other  abatement  measures  are  appropriate.  We  review  each  project 
on  a  case-by-case  basis  to  ascertain  the  best  method  of  remediation — minimizing  po- 
tential health  hazards  and  developing  a  cost  effective  solution. 

For  nearly  a  decade,  the  Postal  Service  has  managed  an  aggressive  national  as- 
bestos remediation  program.  In  Fiscal  Year  1992,  the  Postal  Service  spent  $5  mil- 
lion for  asbestos  remediation.  It  is  our  policy  not  to  buy  or  lease  facilities  containing 
asbestos.  All  new  space  leased  in  existing  buildings  must  be  evaluated  for  friable 
asbestos  prior  to  execution  of  new  lease  agreements.  No  lease  or  purchase  agree- 
ments may  be  initiated  for  space  known  to  contain  friable  asbestos  unless  the  agree- 
ment contains  a  clause  requiring  the  lessor  to  remove  totally  such  material  prior 
to  occupancy. 

Occasionally,  asbestos  is  discovered  in  older  postal  facilities.  When  asbestos  is 
found  and  air  samples  are  taken,  appropriate  maintenance  or  remediation  measures 
are  identified  and  implemented. 

Question  5.  Will  you  be  offering  re-training  programs  for  displaced  supervisors? 
If  so,  what  type  of  training  will  be  offered? 

Answer.  Displaced  supervisors  will  be  placed  in  jobs  according  to  their  qualifica- 
tions, thereby  reducing  the  need  for  re-training.  If,  however,  they  are  placed  in  a 
position  requiring  training,  they  will  receive  it. 

Question  6.  The  recent  employee  opinion  survey  you  mention  in  your  statement 
found  that  three  in  five  respondents  agreed  with  the  statement,  "The  amount  of 
stress  in  my  job  is  a  problem."  Only  24  percent  agree  with  the  statement  that  postal 
labor  and  management  work  well  together.  What  specific  actions  have  you  taken  to 
alleviate  these  feelings  of  stress  and  to  foster  improved  labor-management  relations? 

Answer.  We  have  initiated  several  strategies  which  we  believe  will  improve  work- 
ing relationships.  Major  among  these  is  the  Employee  Opinion  Survey  which  will 
be  administered  for  the  second  time  in  July.  A  system  has  been  developed  to  hold 
managers  accountable  for  improving  the  results  of  the  survey,  and  human  resources 
support  mechanisms  have  been  put  in  place  to  assist  local  management  in  imple- 
menting change.  We  are  working  with  union  and  management  organization  leaders 
to  identify  causes  of  stress  and  improve  the  systems  that  seem  to  generate  it.  The 
Employee  Assistance  Program  is  being  expanded  and  includes  stress  management 
seminars  at  local  request.  Management  and  supervisory  selection,  training  and  per- 
formance evaluation  methods  are  also  being  revised. 

Our  recent  massive  restructuring  has  raised  the  stress  level  of  many  employees 
merely  because  it  involved  significant  change  and  uncertainty  for  a  period  of  time. 
We  expect  that  the  end  result  of  the  restructuring,  however,  will  reduce  the  stress 
as  it  reduces  the  level  of  bureaucracy  and  empowers  field  level  employees  to  make 
decisions. 

It  is  noteworthy,  as  well,  that  our  working  relationship  with  our  labor  and  man- 
agement organizations  has  become  closer  on  a  more  routine  basis  since  the  restruc- 
turing. Through  the  development  of  a  Leadership  Council,  the  Postmaster  General 
and  our  officers,  together  with  all  of  the  Presidents  of  our  unions  and  management 
associations  now  meet  weekly  to  discuss  and  resolve  topical  issues  which  impact  our 
employees  and  operations.   Inclusion  of  our  labor  and  management  organization 
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leadership  has  heightened  the  dialogue  to  be  more  responsive  to  employee  issues 
and  concerns. 

Question  7.  Do  you  feel  you  have  made  progress  in  regards  to  violence  in  the 
workplace? 

Answer.  We  have  made  significant  progress  in  our  efforts  to  address  violence  in 
the  workplace,  however,  the  answers  to  this  tragic  problem  remain  elusive.  Follow- 
ing the  Royal  Oak  tragedy  and  the  more  recent  incidents  in  Dearborn  and  Dana 
Point,  the  Postal  Service  and  others  continued  to  examine  the  causes  of  violence  in 
the  workplace.  Last  year,  we  conducted  the  largest  employee  survey  in  the  history 
of  the  American  workplace.  It  told  us  things  about  ourselves  that  we  knew,  but  per- 
haps preferred  to  ignore.  That  survey  is  one  tool  that  is  helping  us  change  the  cul- 
ture of  the  Postal  Service.  The  survey  will  repeated  on  an  annual  basis  to  asses  the 
progress  made  in  changing  our  culture. 

In  December  1991,  the  Joint  Committee  on  Violence  and  Stress  in  the  Workplace 
was  formed.  This  Committee,  composed  of  the  heads  of  labor  unions  and  manage- 
ment associations  and  the  Postal  Service,  represents  a  recognition  that  problem  like 
this  cannot  be  solved  by  management  alone — but  must  be  addressed  by  all  parties. 

The  Postal  Inspection  Service  launched  an  extensive  investigation  of  the  violent 
incidents  with  an  eye  towards  identifying  the  factors  that  contribute  to  this  destruc- 
tive trend.  This  four-phase  investigation  is  ongoing.  The  first  phase  was  a  report 
on  the  Royal  Oak  incident  itself  and  the  factors  leading  up  to  that  tragic  incident 
in  November  1991.  The  second  was  an  audit  of  the  Postal  Service's  hiring  process. 
Both  these  phases  have  been  completed  and  have  resulted  in  changes  to  our  proce- 
dures. The  third  phase  involves  an  in-depth  analysis  of  cases  for  employee-on-em- 
Eloyee  assaults  and  a  statistical  sampling  of  previous  threat  or  assault  cases.  We 
ope  that  this  study  will  help  identify  those  who  may  be  prone  to  violence.  The  final 
phase  involves  an  exploration  of  behavioral  issues  relating  to  violence  in  the  work- 
place. This  analysis  will  involve  examining  societal  issues  and  workplace  violence 
in  both  postal  and  non-postal  settings. 

To  help  prevent  violent  actions,  the  Postal  Service  crime  hotline  was  expanded  to 
address  threats  by  or  against  postal  workers.  In  Fiscal  Year  1992,  1,800  calls  re- 
garding threats,  assaults,  or  a  volatile  work  environment  were  recorded.  The  hotline 
handles  about  35  such  calls  per  week.  Moreover,  the  amount  of  time  Inspectors  have 
spent  investigating  threats  and  assaults  has  doubled  during  the  last  year.  Several 
arrests  and  removals  have  been  made  as  a  result  of  hotline  tips. 

Building  on  the  work  of  the  Joint  Committee  on  Violence  and  Stress  in  the  Work- 
place, representatives  of  our  major  unions  and  management  associations  have  been 
included  in  the  weekly  deliberations  of  top  postal  management.  At  these  meetings, 
the  leadership  of  the  postal  unions  and  management  associations  help  the  Postal 
Service  officers  chart  the  future  course  of  the  Nation's  mail  service.  Such  openness 
with  our  employee  organizations  in  without  precedent  in  our  history  and  uncommon 
in  the  private  sector. 

In  another  development  we  are  working  with  our  management  organizations  to 
design  a  system  to  give  managers  and  supervisors  regular  feedback  from  their  sub- 
ordinates. Having  this  information  will  provide  a  basis  to  help  managers  address 
their  managerial  style  deficiencies,  rather  than  simply  reassigning  those  managers 
who  are  having  difficulties.  We  are  also  working  with  the  management  associations 
to  develop  a  performance  evaluation  and  reward  system  which  emphasizes  organiza- 
tional and  group  success  over  individual  performance. 

The  past  month  has  been  difficult  as  we  have  been  compelled  to  examine  whether 
we  are  on  the  right  track  toward  reducing  workplace  tension  and  ensuring  the  safe- 
ty of  our  employees.  It  would  be  easy,  and  emotionally  satisfying,  to  comply  up  with 
quick  fixes.  We  could  place  hundreds  of  armed  guards  in  major  post  offices.  We 
could  seal  up  post  offices  to  the  point  that  they  resemble  fortresses.  Enhancing  secu- 
rity arrangements  is  part  of  the  solution,  but  not  the  ultimate"  answer.  We  are  con- 
vinced that  the  Postal  Service,  by  identifying  and  correcting  the  root  cause  of  the 
violence,  is  on  the  right  track  towards  ensuring  that  our  employees  are  provided 
with  a  safe  place  to  work. 

Question  8.  President  Moe  Biller  mentioned  in  his  testimony  last  week  that  one 
of  his  members  advised  postal  management  regarding  concerns  about  being  followed 
and  about  his  welfare.  Unfortunately,  this  employee  was  subsequently  shot  and 
killed.  I  am  advised  that  the  culprits  were  caught;  however,  I  want  to  know  who 
is  responsible  for  not  having  fully  followed  up  on  this  employee's  concerns? 

Answer.  The  Postal  Service  shares  the  profound  grief  at  the  loss  of  postal  em- 
ployee Guillermo  Gonzalez  and  is  deeply  saddened  by  the  criminal  actions  that 
caused  his  death. 

The  following  is  a  chronology  of  Mr.  Gonzalez's  concerns  and  the  manner  in  which 
they  were  addressed: 
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Mr.  Gonzalez  reported  an  incident  to  Bronx  Postal  Police  on  October  5,  1992,  at 
2:55  p.m.  While  awaiting  a  remittance  dispatch  at  the  Soundview  Post  Office,  Mr. 
Gonzalez  stated  he  observed  a  suspicious  individual.  The  New  York  Police  Depart- 
ment (NYPD)  was  immediately  notified,  and  two  Postal  Police  Officers  (PPOs)  were 
dispatched  to  the  Soundview  Station.  The  PPOs  arrived  at  3:17  p.m.,  and  located 
the  suspicious  individual.  He  seemed  disoriented,  but  appeared  to  pose  no  threat. 
The  area  was  checked  by  Postal  Police,  as  well  as  the  NYPD,  and  deemed  secure. 
Mr.  Gonzalez  proceeded  with  his  schedule. 

On  October  19,  1992,  after  completing  his  rounds  and  returning  to  the  Bronx  Gen- 
eral Post  Office  (GPO),  Mr.  Gonzalez  visited  the  Bronx  Postal  Police  Control  Center 
and  reported  having  seen  the  same  suspicious  vehicle  at  both  Cornell  Station  and 
Parkchester  Station  during  his  pickup  run.  Mr.  Gonzalez  described  the  vehicle  but 
was  unable  to  provide  a  license  plate  number.  This  incident  was  not  reported  until 
Mr.  Gonzalez  had  completed  his  rounds  and  returned  to  the  Bronx  GPO. 

On  December  24,  1992,  at  6:15  p.m.,  a  Postal  Service  supervisor  of  the 
Parkchester  Station  called  Postal  Police  at  the  Bronx  GPO  to  report  a  suspicious 
person  near  the  rear  platform.  This  individual  had  not  been  observed  by  Mr.  Gon- 
zalez but  by  a  letter  carrier.  The  NYPD  was  notified  and  Postal  Police  responded 
to  the  station.  The  PPOs  arrived  at  6:45  p.m.,  and  conducted  an  area  search  with 
negative  results.  The  PPOs  awaited  Mr.  Gonzalez's  arrival,  observed  the  pickup, 
and  escorted  Mr.  Gonzalez  back  to  the  Bronx  GPO. 

On  December  30,  1992,  Mr.  Gonzalez  visited  the  Bronx  Postal  Police  at  the  end 
of  his  tour  of  duty.  He  reported  observing  a  suspicious  vehicle  and  occupants  at  the 
Parkchester  Station  on  both  December  29  and  30,  1992.  (He  did  not  report  the  inci- 
dent December  29.)  A  Postal  Police  patrol  unit  escorted  Mr.  Gonzalez  on  his  run 
the  following  day,  December  31,  1992.  There  was  no  sighting  of  the  suspicious  vehi- 
cle or  its  occupants. 

Also,  Postal  Police  Sergeant  Karl  Mogenis,  who  obtained  the  December  30  report 
from  Mr.  Gonzalez,  saw  Mr.  Gonzalez  on  the  Bronx  GPO  on  several  dates  within 
the  two- week  period  following  the  December  31  escort,  and  he  asked  Mr.  Gonzalez 
whether  any  suspicious  vehicles  or  individuals  had  been  observed  since  December 
30.  Mr.  Gonzalez  advised  he  had  not  observed  any  such  vehicles  or  persons. 

On  January  21,  1993,  at  approximately  7:18  p.m.,  the  Fort  Lee,  New  Jersey,  Po- 
lice Department  received  a  telephone  call  in  reference  to  a  postal  truck  being  driven 
into  a  wooded  area.  A  Fort  Lee  Police  Officer  responded  to  the  call.  He  observed 
the  truck  as  it  moved  in  reverse  and  smashed  into  a  parked  vehicle.  The  officer  then 
noticed  an  individual  (later  identified  as  Alfredo  Gallego)  running  from  the  truck 
into  the  woods.  Gallego  was  apprehended  at  the  scene  with  blood  on  his  clothes. 

On  February  16,  1993,  Alfredo  Gallego  was  indicted  by  a  federal  grand  jury  in 
the  Southern  District  of  New  York.  He  was  charged  with  conspiracy,  robbery,  as- 
sault, and  gun  possession  in  connection  with  the  robbery/homicide  of  Mr.  Gonzalez. 
He  pled  guilty  to  the  charges  in  the  U.S.  District  Court  on  May  7.  Sentencing  is 
scheduled  for  August  6. 

Other  suspects  have  been  identified  in  this  case;  however,  due  to  the  current 
grand  jury  investigation,  further  comment  cannot  be  provided  at  this  time. 

At  the  present  time,  escorts  are  being  provided  to  daily  remittance  pickups  six 
days  per  week  at  199  offices  in  the  Bronx,  Brooklyn,  Queens,  and  Manhattan.  The 
scheduling  of  additional  remittance  pickups  during  the  course  of  the  day  is  being 
addressed  on  a  station-by-station  basis,  taking  into  consideration  the  specific  condi- 
tions at  each  station.  From  September  1991  through  May  16,  1993,  Postal  Police 
provided  over  50,000  escorts  in  these  four  Boroughs  of  New  York  City. 

Additionally,  the  Inspection  Service  completed  239  preliminary  security  surveys 
with  91  follow-ups  within  the  five  boroughs  of  New  York  City.  A  tracking  system 
to  identify  and  follow  up  on  necessary  corrective  action  was  developed  by  postal 
management.  Status  reports  are  furnished  to  the  Postal  Inspection  Service  outlining 
the  progress  made  in  implementing  security  items. 

Additional  steps  are  being  taken  to  prevent  similar  instances  and  to  provide 
greater  protection  for  employees.  These  steps  include  the  use  of  armored  cars  in 
high  risk  areas  and  greater  vehicle  security  in  general;  facility  security  improve- 
ments; random  security  surveys  and  station  patrols  and  educational  efforts  to  im- 
prove employee  security  awareness. 

Question  9.  What  specific  actions  have  you  been  taking  when  a  particular  facility 
is  identified  as  being  a  *^iot  spot"  where  possible  violence  could  erupt? 

Answer.  Generally,  where  Tiot  spots"  are  identified  and  Inspectors  have  informa- 
tion that  indicates  possible  violence  could  erupt,  a  record  of  the  reported  information 
is  made  and  Inspectors  respond  immediately  to  evaluate  the  situation.  This  will 
usually  include  interviewing  the  involved  parties  and  witnesses.  When  suspects  are 
identified,  our  law  enforcement  resources  are  fully  utilized.  Routinely,  we  will  ad- 
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dress  the  office  population  with  a  security  "stand-up  talk"  advising  employees  of  the 
situation  and  the  recommended  actions  and  procedures  to  be  followed.  Postal  man- 
agement is  apprised  of  the  situation  of  a  quick  resolution  is  sought  through  various 
avenues  of  intervention.  Monitoring  the  situation  thereafter  is  an  important  element 
for  assessment  of  the  resolution. 

Question  10.  What  is  the  status  of  the  remote  video  encoding  contracts?  If  the  ar- 
bitrator decides  in  the  Postal  Service's  favor,  do  you  intend  to  advertise  for  addi- 
tional contracts? 

Answer.  Arbitrator  Snow  indicated  in  his  Analysis  and  Award  on  May  20,  1993, 
that  it  is  clear  that  the  contractual  requirements  have  been  met  in  subcontracting 
the  Remote  Video  Encoding  (RVE)  portion  of  the  Remote  Bar  Code  System  pursuant 
to  Article  32  of  the  National  Agreement.  He  decided  that  our  subcontracting  decision 
was  supported  by  "clear  and  convincing  evidence"  that  the  Postal  Service  gave  "due 
consideration"  (as  required  by  Article  32  of  the  National  Agreement)  to  the  factors 
of  public  interest,  cost,  efficiency,  availability  of  equipment,  and  qualification  of  em- 
ployees when  evaluating  the  need  to  subcontract.  He  also  ruled  that  the  Postal  Serv- 
ice's rights  and  obligations  in  subcontracting  (Article  32)  "are  not  inextricably  linked 
to  obligations"  under  technological  and  mechanization  changes  for  new  jobs  (Article 
4.3). 

Arbitrator  Snow  did  find  that  the  Postal  Service  did  not  meet  the  requirements 
of  Article  4.3  because  the  Postal  Service  did  not  first  offer  such  jobs  "to  present  em- 
ployees who  are  capable  of  being  trained  to  perform  the  work."  Snow  added  that 
the  offer  does  not  demand  that  the  jobs  be  accepted,  and  that  Article  4  does  not  set 
the  wage  rate,  hours,  or  working  conditions  for  the  RVE  jobs.  The  contractual  obli- 
gation of  the  Postal  Service,  according  to  the  award,  "extends  only  to  employees  em- 
ployed on  or  before  the  date  the  Employer  first  purchased  and  installed  the  Remote 
Video  Encoding  equipment." 

Accordingly,  Arbitrator  Snow  did  not  direct  the  cancellation  of  existing  contracts 
or  preclude  the  awarding  of  future  keying  contracts.  Discussions  are  underway  be- 
tween postal  management  and  the  appropriate  unions  concerning  implementation  of 
the  Award.  Arbitrator  Snow  has  retained  jurisdiction  to  resolve  any  problems  that 
might  arise  in  the  implementation  process. 

Response  to  Written  Questions  Submitted  by  Hon.  John  T.  Myers  to  Marvtn 

Runyon 

Question  1.  Why  has  the  Postal  Service  chosen  not  to  pursue  the  primary  rec- 
ommendations of  the  Joint  Task  Force  on  Postal  Ratemaking?  Have  you  dropped  all 
plans  for  reforming  the  ratemaking  process? 

Answer.  The  Postal  Service  still  is  very  much  interested  in  ratemaking  reform. 
Right  now  focus  is  on  changes  in  the  administrative  process  that  can  be  accom- 
plished without  new  legislation.  Like  the  members  of  the  Joint  Take  Force  on  Postal 
Ratemaking,  we  believe  that  there  may  be  several  types  of  new  procedures  that  can 
be  implemented  without  changing  the  existing  statutory  framework.  We  are  in  the 
process,  therefore,  of  trying  to  convert  many  of  the  concepts  developed  by  the  Task 
Force  into  actual  procedures. 

Last  fall,  the  Postal  Service  tried  to  introduce  an  example  of  such  proposed 
streamlined  procedures  at  the  time  it  filed  its  pending  request  for  a  recommend  de- 
cision on  a  new  classification  structure  and  new  rates  for  bulk  small  parcels.  We 
felt  that  it  would  be  highly  instructive  to  try  to  apply  one  of  the  Task  Force  concepts 
in  an  actual  Commission  proceeding.  In  the  bulk  small  parcel  case,  the  Commission 
has  not  been  successful  in  incorporating  our  proposals  into  practice.  Some  of  the  ex- 
perience gained  from  this  effort,  however,  may  be  helpful  in  devising  rules  to  ad- 
dress similar  procedural  concerns. 

The  Postal  Service  anticipates  that  improvements  in  the  immediate  future  are 
most  likely  with  regard  to  proceedings  other  than  general  rate  cases.  Relating  to 
general  rate  cases,  the  Joint  Task  Force  proposed  to  establish  rigid  four-year  rate 
cycles,  with  actual  rate  changes  occurring  every  two  years.  The  Governors  rejected 
the  notion  of  additional  constraints  on  ratemaking  flexibility.  The  Postal  Service 
seeks  to  extend,  rather  than  institutionalize,  the  period  between  rate  adjustments. 
The  decision  not  to  adopt  this  particular  proposal,  however,  does  not  reflect  any  de- 
sire on  our  part  to  retreat  from  ratemaking  reform  in  general,  and  should  not 
hinder  our  efforts  to  move  forward  on  other  proposals  that  we  perceive  to  be  more 
promising. 

Question  2.  During  the  recent  hearing  the  Chairman  of  the  Postal  Rate  Commis- 
sion (PRC)  indicated  that  on  occasion  they  have  had  difficulty  obtaining  reliable,  ac- 
curate data  from  the  Postal  Service,  which  is  necessary  for  them  to  adequately  per- 
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form  their  statutory  duties.  Why  is  this  the  case,  and  since  this  has  been  a  peren- 
nial problem  do  you  believe  a  legislative  solution  is  necessary? 

Answer.  We  believe  that  recent  cases  before  the  Commission  do  not  bear  out  this 
criticism,  or  demonstrate  a  need  or  justification  for  a  legislative  change  in  this  re- 
gard. The  Commission  has  extensive  rules  governing  the  supporting  material  that 
must  be  provided  with  the  Postal  Service's  rate  request.  These  rules  have  been  de- 
veloped over  years  of  experience  in  rate  litigation  and  are  reviewed  and  revised  be- 
tween rate  cases  as  necessary  in  order  to  adapt  to  new  circumstances  and  to 
changes  in  perceived  needs  for  information.  The  Commission  already  has  explicit 
statutory  authority  to  postpone  the  10-month  deadline  for  completing  its  work  in  a 
rate  case  if  unreasonable  failure  to  respond  by  the  Postal  Service  prevents  finishing 
a  case  on  time.  This  authority  has  not  been  used  since  the  1970s,  and  only  once 
during  that  decade,  in  Docket  No.  MC78-1. 

The  Postal  Service  makes  a  good  faith  effort  to  comply  with  these  rules  and  pro- 
vides tens  of  thousands  of  pages  of  material  to  support  its  proposals  in  every  rate 
request,  at  considerable  expense.  To  the  extent  information  is  not  required  by  the 
rules  to  be  filed  initially,  moreover,  it  is  typically  requested  by  parties  during  a 
lengthy  discovery  period  in  every  case.  In  recent  rate  cases,  the  Commission  has  ef- 
fectively extended  by  several  months  the  period  for  discovery  of  information  which 
could  only  be  provided  by  the  Postal  Service,  in  order  to  assist  the  other  parties  in 
developing  their  affirmative  cases.  The  Commission  itself  also  issues  requests  for 
further  and  updated  information  from  the  Postal  Service,  especially  when  it  appears 
to  be  needed  for  clarification  of  matters  put  at  issue  in  the  litigation  or  to  complete 
the  record. 

We  believe  that  the  records  in  recent  cases  demonstrate  an  extremely  high  level 
of  cooperation  by  the  Postal  Service.  Obviously,  differences  of  opinion  may  arise 
among  the  parties  to  the  case  over  exactly  what  information  is  relevant,  whether 
the  value  of  certain  information  justifies  the  burden  of  providing  it,  and  whether 
the  information  is  commercially  sensitive.  These  questions  have  been  ably  handled 
by  the  Commission  in  the  normal  course  of  rate  proceedings,  and  we  believe  that 
the  Commission  in  past  cases  has  had  full  records  on  which  to  base  its  rec- 
ommended decisions. 

In  the  last  rate  case,  in  addition  to  the  substantial  amount  of  testimony,  data, 
and  documentation  provided  pursuant  to  the  Commission's  rules,  the  full  Commis- 
sion issued  one  information  request  and  three  Notices  of  Inquiry,  and  the  Chairman 
of  the  Commission  issued  24  requests  for  further  information,  most  of  which  were 
directed  to  the  Postal  Service.  The  Postal  Service  responded  satisfactorily  to  all  such 
requests.  In  one  instance,  the  Postal  Service  requested  the  Presiding  Officer  to  re- 
consider a  request  to  provide  a  commercially  sensitive  marketing  report.  The  Presid- 
ing Officer  reconsidered  and  withdrew  the  request.  In  another  instance,  the  Postal 
Service  requested  reconsideration  of  a  directive  to  provide  additional  testimony.  The 
Commission  affirmed  its  request,  and  the  Postal  Service  provided  the  testimony. 

The  Commission  recently  expressed  concern  about  the  Postal  Service's  decision  to 
replace  a  series  of  Summary  Financial  and  Operating  Statements  produced  each  ac- 
counting period  (AP)  with  quarterly  financial  reports.  The  AP  reports  were  scaled 
back  in  response  to  a  reassessment  of  the  Postal  Service's  internal  reporting  needs, 
in  light  of  increasingly  scarce  resources  in  the  Headquarters  organization.  Since  the 
Commission's  views  became  known,  however,  the  Postal  Service  has  reevaluated  its 
decision,  and  the  AP  reports  are  being  resumed.  Beginning  with  AP  9,  FY  1993, 
they  will  again  be  furnished  to  the  Commission. 

Question  3.  It  was  reported  in  one  of  the  postal  publications  that  the  Postal  Serv- 
ice refused  to  arrange  a  visit  of  a  bulk  mail  facility  for  the  Postal  Rate  Commission 
during  consideration  of  the  bulk  small  parcel  proposal.  Is  this  accurate  and  what 
was  the  rationale  for  the  decision? 

Answer.  During  Postal  Rate  Commission  Docket  No.  MC93-1,  concerning  the 
Postal  Service's  bulk  small  parcel  service  (BSPS)  proposal,  the  Commission's  Presid- 
ing Officer  requested  a  tour  of  a  postal  facility  to  view  operations  of  the  Parcel  Bar 
Code  Sorting  (PBCS)  equipment.  The  Commission  did  not  specify  any  particular 
need  for  information  which  it  could  gather  only  from  a  tour.  Moreover,  the  request 
arose  in  the  context  of  a  controverted  issue  in  the  BSPS  proceedings. 

After  careful  consideration,  the  Postal  Service  determined,  and  informed  the  Com- 
mission, that  the  most  practical  way  in  which  to  accommodate  the  Commission's 
tour  request  during  the  pendency  of  the  BSPS  proceeding,  consistent  with  legal  re- 
quirements that  Commission  proceedings  be  conducted  on  the  record,  would  be  to 
produce  and  make  available  a  video  presentation  featuring  actual  footage  of  the 
PBCS  operations.  That  videotape  was  provided  on  April  14,  1993,  and  the  Commis- 
sion has  not  renewed  its  tour  request. 
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The  main  problem  with  the  PBCS  tour  request  was  its  direct  relation  to  an  issue 
in  a  pending  proceeding.  According  to  the  Postal  Reorganization  Act,  recommended 
decisions  issued  by  the  Commission  must  be  based  on  evidence  developed  from  on- 
the-record  hearings.  Further,  there  are  strict  prohibitions  against  ex  parte  contacts 
with  the  Commission  during  the  planning  or  litigation  of  particular  cases.  A  tour 
risks  violations  of  both  these  requirements,  since  by  its  very  nature  it  involves  off- 
the-record  discussions  between  Postal  Service  tour  guides  and  the  Commission. 
Thus,  tours  could  lead  to  court  challenges  of  Postal  Service  implementation  of  new 
rates  and  services. 

Question  4.  Do  you  believe  the  stress  level  of  postal  employees  has  increased  or 
decreased  since  the  Royal  Oak  shooting  in  November  of  199 1? 

Answer.  We  know  of  no  recognized  way  to  measure  the  relative  level  of  stress 
among  employees.  The  stress  level  is  also  not  uniform  across  all  facilities  or  geo- 
graphic locations.  Many  things  besides  management  style  and  corporate  culture  con- 
tribute to  employee  stress. 

Since  the  Royal  Oak  shooting  we  have  initiated  several  strategies  which  we  be- 
lieve will  improve  working  relationships.  Major  among  these  is  the  Employee  Opin- 
ion Survey  which  will  be  administered  for  the  second  time  in  July.  A  system  has 
been  developed  to  hold  managers  accountable  for  improving  the  results  of  the  sur- 
vey, and  human  resources  support  mechanisms  have  been  put  in  place  to  assist  local 
management  in  implementing  change.  We  are  working  with  union  and  management 
organization  leaders  to  identify  causes  of  stress  and  improve  the  systems  that  seem 
to  generate  it.  The  Employee  Assistance  program  is  being  expanded  and  includes 
stress  management  seminars  at  local  request.  Management  and  supervisory  selec- 
tion, training  and  performance  evaluation  methods  are  also  being  revised. 

Our  recent  massive  restructuring  has  raised  the  stress  level  of  many  employees 
merely  because  it  involved  significant  change  and  uncertainty  for  a  period  of  time. 
We  expect  that  the  end  result  of  the  restructuring,  however,  will  reduce  stress  as 
it  reduces  the  level  of  bureaucracy  and  empowers  field  level  employees  to  make  deci- 
sions. 

Question  5.  The  Committee  received  testimony  that  Postmasters  have  been  over- 
looked for  promotion  so  that  employees  "affected"  by  restructuring  could  be  placed. 
Is  this  accurate? 

Answer.  No  postmasters  lost  their  jobs  because  of  the  restructuring.  In  developing 
our  placement  policies,  we  gave  priority  to  placing  the  thousands  of  other  non-bar- 
gaining unit  employees  whose  jobs  were  affected  by  the  restructuring.  We  did  pro- 
vide, however,  for  a  posting  process  by  which  jobs  that  could  not  be  filled  with  quali- 
fied affected  employees  could  be  posted  to  both  affected  and  non-affected  employees. 
This  resulted  in  the  selection  of  a  number  of  postmasters  for  higher  level  positions. 
For  example,  as  of  June  12,  36  percent  of  the  nearly  3,000  postmaster  vacancies 
filled  under  the  restructuring  had  been  filled  on  this  basis  by  current  postmasters. 
Of  this  number,  nearly  half  were  placements  into  higher  level  positions. 

Question  6.  Has  the  Postal  Service  frozen  indefinitely  the  salaries  of  supervisors 
placed  into  lower-level  positions  during  reorganization?  I  applaud  your  call  for  maxi- 
mum discretionary  effort  from  all  employees  but  won't  a  pay  freeze  adversely  affect 
employee  morale? 

Answer.  The  initial  placement  policies  for  our  restructuring  provided  that  employ- 
ees placed  into  lower  level  positions  would  receive  saved  grade  with  "frozen  salary." 
However,  on  June  3,  1993,  I  announced  that  this  policy  was  being  changed  and  that 
all  such  employees  placed  under  our  restructuring  would  receive  saved  grade  and 
saved  salary.  This  means  that  all  employees  placed  in  lower  level  positions  will  re- 
tain their  current  salaries  and  receive  all  cost  of  living  increases  as  well  as  general 
and  merit  increases  commensurate  with  their  saved  grade.  Quite  simply,  we  are 
taking  action  to  correct  all  employees'  records  and  pay  as  if  the  frozen  salary  policy 
had  not  been  in  effect.  Any  increases  that  employees  may  not  have  received  as  a 
result  of  the  frozen  pay  policy  will  be  reinstated. 

Question  7.  The  postal  management  organizations  all  testified  that  they  were  not 
satisfied  with  the  amount  of  consultation  they  received  during  reorganization.  Does 
the  Postal  Service  actually  "consult"  with  these  groups  or  do  you  simply  "inform" 
them  after  the  decision  has  been  finalized? 

Answer.  As  you  are  aware,  the  Postal  Service  maintains  a  program  for  consulta- 
tion with  the  three  management  associations  which  provides  for  their  participation 
in  the  planning  and  development  of  pay  policies  and  schedules,  fringe  benefit  pro- 
grams, and  other  programs  relating  to  supervisory  and  other  managerial  employees. 
Only  one  of  the  three  management  associations  has  recently  charged  that  the  Postal 
Service  had  violated  its  consultative  obligations  to  that  association.  The  charge  be- 
came the  subject  of  a  lawsuit  recently  dismissed  by  the  Federal  Court.  In  dismissing 
the  suit,  Judge  Richey  found  that  the  Postal  Service  had  indeed  fully  complied  with 
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its  statutory  obligations  to  consult  with  the  association  (a  copy  of  the  Court's  deci- 
sion is  attached  for  the  Committee's  consideration). 

Question  8.  Can  you  bring  us  up  to  the  date  on  the  status  of  your  Eagle  Air  Net- 
work and  your  air  hub  in  Indianapolis? 

Answer.  The  procurement  of  the  Eagle  Air  Hub  and  Eagle  Air  Transportation  in- 
volved large  dollar  contracts  and  complex  issues.  A  contracting  officer's  decision, 
found  to  be  inappropriate  by  the  court,  blocked  the  contract  award.  On  April  15,  we 
reached  a  contract  settlement  with  the  interested  parties.  This  settlement  has  been 
reviewed  by  the  Justice  Department  and  approved  by  the  Federal  District  Judge 
who  halted  the  contract  initially. 

The  Postal  Service  Eagle  Hub  was  phased  in  on  Ma>  10.  The  aviation  contractor, 
Emery  Airlines,  and  the  terminal  handling  contractor,  Evergreen  Airlines,  both  did 
an  excellent  job  in  maintaining  service  performance  during  a  complex  facility  imple- 
mentation. The  current  air  operation  will  be  expanded  in  July  to  include  stops  at 
Dulles,  VA.  and  Newark,  N.J. 

Question  9.  We  have  been  hearing  reports  of  a  number  of  delivery  problems  relat- 
ed to  your  Priority  Mail  Service,  which  may  have  been  somewhat  aggravated  by  the 
emphasis  placed  in  your  advertising  on  "Two-Day  Delivery."  Will  you  elaborate  on 
some  of  these  difficulties  and  what  the  Service  is  doing  to  get  them  corrected? 

Answer.  We  move  about  3.5  million  pounds  of  Priority  Mail  each  day,  a  little  more 
than  half  by  surface,  some  on  dedicated  aircraft  and  the  overwhelming  remainder 
on  commercial  aircraft.  Consequently,  we  are  working  with  the  commercial  aircraft 
industry  to  improve  on-time  performance  and  we  are  working  with  our  people  to  en- 
sure that  Priority  Mail  is  put  on  the  first  bank  of  flights  each  day. 

We  have  implemented  initiatives  to  help  meet  the  Postal  Service  target  to  deliver 
90  percent  of  Priority  Mail  on  one  or  two  days  by  the  end  of  the  fiscal  year.  These 
initiatives  include  improvements  in  identification,  processing,  dispatch,  and  trans- 
portation of  Priority  Mail. 

All  destination  processing  plants  must  isolate  incoming  Priority  Mail  during  the 
distribution  process,  and  dispatch  it  in  orange  pouches  or  dedicated  rolling  stock  to 
delivery  units.  Delivery  units  must  immediately  distribute  and  make  Priority  Mail 
available  for  delivery  upon  receipt. 

The  Postal  Service  continues  to  deploy  Phase  II  small  parcel  and  bundle  sorters 
to  improve  the  processing  of  Priority  Mail  pieces.  Origin  plants  are  encouraged  to 
move  Priority  Mail  distribution  to  mechanized  operations  and  they  will  confine  Pri- 
ority Mail  to  the  Priority  Mail  mailstream.  Standard  operating  procedures  and  being 
adjusted  to  maximize  the  Priority  Mail  volumes  that  are  dispatched  on  postal  ana 
commercial  air  flights  and  Headquarters  Transportation  will  continue  to  lead  efforts 
to  maximize  dispatches  on  direct  flights. 

We  seek  to  improve  performance  everywhere  down  the  line,  from  properly  identi- 
fying Priority  Mail  at  its  origin  to  deploying  additional  bulk  small  parcel  sorters  and 
making  better  use  of  our  ground  and  air  transportation  options. 

Question  10.  About  how  many  postal  employees  remain  in  the  transitional  centers 
that  the  Postal  Service  set  up  for  employees  whose  jobs  were  affected  by  the  reorga- 
nization? 

Answer.  There  are  currently  278  employees  assigned  to  the  ten  sites. 

Question  11.  We  heard  at  last  week's  hearing  from  one  witness  that  presented  us 
with  a  recommendation  that  retired  postal  employees  be  allowed  to  be  rehired  on 
a  temporary  or  part-time  basis  if  there  are  particular  positions  where  their  experi- 
ences could  prove  the  most  beneficial  to  the  Postal  Service.  What  are  your  thoughts 
on  that  proposal? 

Answer.  Our  current  hiring  rules  allow  us  to  make  such  appointments.  The  legal 
requirements  for  offsetting  annuity  payments  against  the  reemployed  annuitant's 
pay,  however,  make  it  unattractive  to  all  but  a  few  retirees.  We  have  explored  inter- 
nally the  possibility  of  expanding  the  use  of  reemployed  annuitants  for  certain  posi- 
tions in  the  past.  We  would  support  legislative  changes  that  would  allow  us  to  bring 
annuitants  back  without  the  offset  in  certain  critical  part-time  positions. 

Question  12.  As  you  know,  the  Postal  Service  Board  of  Governors  and  the  Postal 
Rate  Commission  formed  a  "Joint  Task  Force  on  Postal  Ratemaking"  after  the  dif- 
ficulties of  the  last  general  rate  case,  and  some  good  recommendations  were  made 
last  summer  by  that  task  force  on  ways  to  streamline  the  present  lengthy  and  com- 
plicated ratemaking  process.  Will  you  share  with  us  your  thoughts  on  those  rec- 
ommendations, now  that  you  have  had  a  chance  to  familiarize  yourself  with  the  sit- 
uation and  the  ratemaking  process  in  general? 

Answer.  The  Postal  Service  anticipates  that  improvements  in  the  immediate  fu- 
ture are  most  likely  with  regard  to  proceedings  other  than  general  rate  cases.  Relat- 
ing to  general  rate  cases,  the  Joint  Task  Force  proposed  to  establish  rigid  four-year 
rate  cycles,  with  actual  rate  changes  occurring  every  two  years.  The  Governors  re- 
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jected  the  notion  of  additional  constraints  on  ratemaking  flexibility.  The  Postal 
Service  seeks  to  extend,  rather  than  institutionalize,  the  period  between  rate  adjust- 
ments. The  decision  not  to  adopt  this  particular  proposal,  however,  does  not  reflect 
any  desire  on  our  part  to  retreat  from  ratemaking  reform  in  general,  and  should 
not  hinder  our  efforts  to  move  forward  on  other  proposals  that  we  perceive  to  be 
more  promising.  .  . 

Question  13.  Can  you  share  with  us  your  reasoning  in  making  the  decision  to  con- 
solidate your  government  relations  and  communications  departments  into  a  consoli- 
dated "Office  of  Corporate  Affairs?" 

Answer.  The  former  Communications  and  Government  Relations  functions  were 
merged  to  form  the  Corporate  Relations  function  to  provide  additional  consistency 
in  communication  and  strategic  planning.  We  believe  that  the  move  strengthens 
both  offices  by  bringing  a  natural  integration  of  their  combined  strategic  planning 
perspectives.  The  goal  is  to  provide  an  effective  communications  effort  with  the  Con- 
gress, our  employees  and  our  many  other  audiences  to  address  the  need  for  a  well 
understood,  competitive  Postal  Service. 

Question  14.  It  is  my  understanding  that  the  Postal  Data  Center  in  New  York 
City  will  be  closed  on  July  1,  1993.  Can  you  provide  for  us  the  number  of  employees 
that  elected  to  transfer  to  other  data  centers  as  well  as  those  that  opted  to  accept 
positions  in  other  postal  installations  in  the  New  York  City  commuting  area?  How 
many  individuals  were  affected  there  overall? 

Answer.  The  New  York  Postal  Data  Center  officially  ceased  operations  on  March 
6,  1993.  Overall,  a  total  of  297  employees  were  affected.  Of  the  bargining  employees, 
66  accepted  reassignment  to  other  data  centers,  77  accepted  positions  in  other  postal 
installations  within  the  New  York  commuting  area.  Of  the  Executive  and  Adminis- 
trative Schedule  employees,  58  voluntarily  accepted  positions  in  other  postal  instal- 
lations in  the  New  York  area  and  at  other  data  centers,  and  29  currently  remain 
in  the  Career  Transition  Center.  The  remaining  employees  retired  with  the  bonus 
incentive  or  resigned  with  severance  pay. 

Question  15.  I  would  like  to  get  an  update  on  some  of  the  security  items  discussed 
last  year  as  a  followup  to  the  Royal  Oak  matter.  In  the  Postal  Service's  response 
to  our  recommendations  in  this  area,  it  stated  that  the  Inspection  Service  was  devel- 
oping a  formal  security  control  officer  training  program  for  postal  managers  and  su- 
pervisors as  well  as  a  national  review  of  manned  security  needs  at  postal  facilities. 
I  believe  having  a  designated  security  control  officer  in  a  facility  is  very  important 
for  the  flow  of  information  on  security  matters.  Could  you  bring  us  up  to  date  on 
thes  status  and  findings  of  these  two  efforts  on  the  part  of  the  Postal  Service?  Also, 
to  what  extent  has  the  overall  restructuring  program  affected  the  operations  of  the 
Inspection  Service? 

Answer.  A  Security  Control  Officer  (SCO)  training  program  has  been  developed. 
The  training  module  each  SCO  receives  will  enhance  their  skills  in  providing  a  safe 
and  secure  work  environment.  We  have  determined  that  the  most  expeditious  meth- 
od to  communicate  this  training  will  be  via  our  Postal  Service  Television  Network 
(PSTN)  and/or  our  Postal  Employee  Development  Center  (PEDC). 

The  SCO  training  proposal  was  presented  to  the  Violence  in  the  Workplace  Com- 
mittee consisting  of  leadership  from  the  unions,  management  organizations,  and 
senior  postal  management.  The  program  was  well  received.  We  are  also  changing 
existing  postal  instructions  to  better  define  the  responsibilities  of  the  SCO  position. 
Further,  independent  of  the  SCO  program,  we  are  improving  the  general  security 
training  of  our  postal  managers.  In  February  1993,  an  Inspection  service-developed 
security  module  of  instruction  was  incorporated  into  the  general  40-hour  training 
course  provided  to  managers. 

The  Inspection  Service's  study  of  manned  security  needs  at  postal  facilities  pro- 
vided a  candid  view  of  our  managers'  perceptions  and  needs,  and  how  the  Postal 
Service's  manned  security  compares  with  other  government  agencies  and  that  of  the 
private  sector.  Our  task  force  interviewed  18  postal  managers,  including  three  re- 
gional Postmasters  General  or  their  designees,  representatives  from  the  Federal 
Protective  Services,  General  Services  Administration;  the  U.S.  Marshals  Service; 
and  one  foreign  postal  administration.  Seventeen  private  companies  also  were  vis- 
ited and  interviewed. 

From  the  responses  received  during  interviews  of  the  security  managers  from  gov- 
ernment agencies  and  private  companies  regarding  their  respective  security  pro- 
grams, the  task  force  concluded  that  the  Postal  Service  has  been  more  security  con- 
scious than  most  government  agencies  visited,  and  more  so  than  private  companies 
visited.  It  was  determined,  however,  that  postal  managers,  for  the  most  part,  were 
not  aware  of  the  current  security  programs,  or  they  are  not  certain  of  what  correc- 
tions are  needed  to  improve  present  security  measures  within  their  facilities.  The 


339 

SCO  training  program  and  the  additional  training  courses  being  provided  will  ad- 
dress these  concerns. 

The  overall  Postal  Service  restructuring  program  actually  eliminated  a  layer  of 
managment  (Regions)  in  the  Inspection  Service  and  resulted  in  an  increase  in  field 
level  resources.  This  has  enhanced  our  ability  to  respond  to  field-related  investiga- 
tions and  audits.  Also,  with  the  impact  of  the  Inspection  Service  restructuring,  an 
additional  task  force  was  initiated  to  review  the  current  deployment  of  postal  police 
and  security  measures  used  to  supplement  manned  security.  That  study  is  ongoing. 
The  findings  and  recommendations  from  both  reviews  will  be  used  to  fine  tune  our 
security  program  and  address  the  changing  needs  of  the  Postal  Service. 

Mr.  Clay.  Without  objection,  the  statement  of  Ms.  Holmes-Nor- 
ton will  go  in  the  record  immediately  following  that  of  Mr.  Wynn, 
and  the  record  will  be  left  open  for  any  other  opening  statements. 

Mr.  Runyon,  preliminary  data  indicate  that  the  representation  of 
blacks  at  the  restructured  headquarters  is  more  than  20  percent 
below  pre-restructuring.  What  steps  are  you  taking  or  intend  to 
take  to  reverse  this  situation  and  to  prevent  downsizing  from  be- 
coming an  excuse  or  vehicle  to  dismiss  women  and  minorities? 

Postmaster  General  Runyon.  In  the  restructuring,  we  have 
eliminated  30,000  jobs.  Forty-seven  thousand  people  have  taken 
early  retirement.  We  have  laid  no  one  off.  So,  the  people  who  have 
left  the  Postal  Service  have  left  of  their  own  choosing.  In  the  head- 
quarters restructuring  that  I  think  you're  referring  to 

Mr.  Clay.  Yes. 

Postmaster  General  Runyon  [continuing].  Whites  went  from  71.1 
percent  to  75.5  percent;  African  Americans  went  from  24.3  percent 
to  19.7  percent.  In  the  total  Postal  Service,  however,  we  have  about 
one-half  of  one  percent  fewer  whites  than  we  had  in  the  beginning, 
about  the  same  percent  fewer  of  African  Americans  and  we  have 
more  in  the  other  minorities.  So,  overall,  we  have  just  about  stayed 
where  we  were  as  far  as  minorities  and  whites  are  concerned. 

Mr.  Clay.  What  about  the  headquarters?  That's  the  question. 

Postmaster  General  Runyon.  Well,  at  headquarters,  we  had  2450 
employees  there.  We  now  have  1340  employees.  Some  of  the  oper- 
ations have  moved  to  other  locations.  It  is  a  fact  that  we  have 
fewer  in  that  particular  area.  There  are  areas  though  that  we  have 
more.  That  only  represents  1344  of  our  680,000  employees. 

Mr.  Clay.  The  question  is  why  have  you  reduced  by  over  20  per- 
cent minorities  and  women  at  headquarters?  Whether  you  trans- 
ferred people  out  or  not,  why  could  you  not  have  maintained  that 
percentage  or  even  increased  it? 

Postmaster  General  Runyon.  Well,  the  employees  who  left  had 
a  choice.  The  people  who  retired  had  a  choice  to  retire.  A  lot  of  peo- 
ple were  promoted  to  other  positions  outside  of  headquarters.  There 
are  a  lot  of  reasons  for  the  changes  that  have  taken  place. 

Mr.  Clay.  What  authority  have  you  given  the  Office  of  Diversity 
to  immediately  stop  downsizing,  hiring  and  replacements  which 
will  discriminate  against  women  and  minorities? 

Postmaster  General  Runyon.  Diversity  does  not  have  the  author- 
ity to  immediately  stop  anything,  as  no  one  in  the  organization  has 
that  immediate  authority  to  stop  downsizing  or  anything  of  that 
nature.  The  diversity  development  organization  was  only  recently 
put  in  place  and  it  was  put  in  place  because  I  thought  we  needed 
to  awaken  the  awareness  of  the  people  in  the  Postal  Service  to  the 
diversity  that  existed.  Their  purpose  now  is  to  bring  to  our  atten- 
tion as  we  make  any  kind  of  downsizing  or  restructuring,  the  diver- 
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sity  that  we  have  in  the  Postal  Service.  I  think  they're  doing  a  good 
job  of  that. 

Mr.  Clay.  Did  they  bring  to  your  attention  the  drastic  reduction 
of  minorities  and  women  at  the  headquarters  level? 

Postmaster  General  RUNYON.  Yes,  they're  aware  of  that. 

Mr.  Clay.  No,  did  they  bring  it  to  your  attention? 

Postmaster  General  Runyon.  Yes,  sir. 

Mr.  Clay.  And  what  was  your  response? 

Postmaster  General  Runyon.  My  response  is  that  we  have — that 
is  one  location  with  1402  people.  And  we're  not  trying  to  have  a 
percentage  at  every  location  be  the  same.  It's  impossible  for  us  to 
do  that  nationwide. 

Mr.  Clay.  Mr.  Runyon,  in  an  April  12th  letter  of  1993  to  all  post- 
al employees,  you  stated  that  action  by  Congress  could  add  $2  bil- 
lion to  the  Postal  Service's  budget,  resulting  in  a  35  cent  First 
Class  stamp,  the  closing  of  small  post  offices  or  the  loss  of  40,000 
postal  positions.  Could  you  explain  how  $2  billion  would  cause  a  35 
cent  stamp  when  our  calculations  indicate  that  such  an  increase  on 
First  Class  alone  would  produce  $5  billion  per  year? 

Postmaster  General  Runyon.  When  you  go  for  a  rate  increase, 
and  I  haven't  had  the  opportunity  to  do  this  before,  you  have  to  in- 
clude all  of  your  costs,  all  of  your  deficits  and  all  of  your  projected 
losses.  The  $2  billion  that  you  talked  about  is  the  beginning  cost 
that  would  cause  the  rate  case  to  open.  In  the  restructuring,  we 
spent  $1  billion  on  incentives  so  that  we  would  not  have  to  have 
a  RIF  and  lay  people  off.  That  billion  dollars  would  have  to  be  in- 
cluded in  that  case.  We  also  spent  about  half  a  billion  dollars  on 
refinancing  our  debt  so  that  we  could  reduce  the  amount  of  debt 
that — or  amount  of  interest  that  we  pay  on  debt  by  $2.2  billion 
over  the  next  20  years.  The  postage  rate  payers  will  benefit  from 
that. 

In  addition  to  that,  we  have  already  on  our  books  a  $3  billion 
deficit.  In  addition  to  that,  we  will  have  increased  costs  over  a 
three  year  period,  if  that's  what  the  rate  case  covers,  and  I  think 
that  through  all  of  that  we  will  come  up  with  something  like  we 
are  talking  about. 

Mr.  Clay.  So  your  letter  was  somewhat  misleading.  Two  billion 
dollars  by  this  Congress  imposed  on  you  will  not  cause  the  stamp 
to  go  from  29  cents  to  35  cents. 

Postmaster  General  Runyon.  Two  billion  dollars  will  cause  the 
rate  case  to  open.  The  rate  case  will  cause  it.  So,  technically  that's 
correct. 

Mr.  Clay.  Yes.  But  it's  misleading.  This  Congress  will  not  cause 
the  stamps  to  go  from  29  cents  to  35  cents,  no  matter  what  our  ac- 
tions be.  We  have  already  proposed  taking  the  burden  of  $1  billion 
in  revenue  forgone  from  the  Postal  Service.  So,  that  leaves  a  $1  bil- 
lion amount  that  you  will  have  to  make  provisions  for.  What  would 
$1  billion  cause  in  terms  of  a  rate  increase? 

Postmaster  General  RUNYON.  You  know,  not  having  gone 
through  a  rate  increase,  I  don't  know  what  our  deficit  has  to  be  be- 
fore the  Postal  Rate  Commission  would  consider  it  was  necessary 
for  us  to  file  a  request. 

Mr.  Clay.  But  normally,  what  would  $1  billion  imposition 


341 

Postmaster  General  RUNYON.  One  billion  dollars  is  worth  one 
cent  on  a  first  class  stamp. 

Mr.  Clay.  So,  a  stamp  would  go  from  29  cents  to  30  cents,  ac- 
cording to  whatever  we  do  here  in  Congress. 

Postmaster  General  Runyon.  If  we  could  open  a  rate  case  and 
contain  it  to  $1  billion,  then  that  would  be  the  result. 

Mr.  Clay.  I  just  want  the  record  to  show  that  it  would  not  be 
35  cents.  It  would  go  from  29  to  30. 

Mr.  Runyon,  on  page  5  of  your  prepared  statement  you  indicated 
that  the  Administration  proposes  that  the  Postal  Service  save  $1 
billion  in  operations  to  recover  retiree  COLA  and  health  benefit 
payments.  Where  in  the  President's  budget  is  there  the  require- 
ment, not  the  suggestion,  that  the  Postal  Service  cut  operations  to 
save  that  $1  billion? 

Postmaster  General  Runyon.  It's  my  understanding  that  that  is 
in  the  budget  proposal  and  that's  where  we  were  told  to  take  the 
money  from  in  our  budgets,  from  operations.  I'll  be  glad  to  present 
that  to  you  for  the  record. 

Mr.  Clay.  Oh,  I  have  the  budget  here  and  it  says  that  you 
should,  it  doesn't  say  you  must,  which  leaves  you  with  some  flexi- 
bility as  to  where  it  might  come  from.  It's  not  necessary  that  you 
take  it  out  of  operating. 

Postmaster  General  RUNYON.  Mr.  Chairman,  the  last  time  some- 
thing like  that  happened,  it  was  necessary  to  take  it  out  of  oper- 
ations at  that  time.  Maybe  the  language  is  different  this  time,  but 
at  that  time  it  was  necessary  and  resulted  in  office  hours  in  our 
post  offices  being  reduced  because  it  was  demanded  in  operations. 
I  thought  that's  the  way  it  was. 

Mr.  Clay.  But  this  is  not  demanded. 

Mr.  Myers. 

Mr.  Myers.  Thank  you,  Mr.  Chairman. 

Ratemaking  has  been  a  difficult  issue  always  with  the  Postal 
Service,  one  that  certainly  isn't  painless  from  either  your  position 
or  the  consumer.  In  your  reorganization  recommendations,  have 
you  touched  the  ratemaking  process? 

Postmaster  General  Runyon.  Have  I  touched  the  ratemaking? 

Mr.  Myers.  Are  you  considering  restructuring  the  ratemaking 
process  in  any  way? 

Postmaster  General  Runyon.  No,  we  have  not  considered  that  we 
should  get  into  that.  I  think  the  ratemaking  process  was  set  forth 
by  Congress  and  the  Postal  Rate  Commission  is  there  to  do  that. 
We  have  not  looked  at  how  we  would  change  any  processes. 

Mr.  Myers.  There  was  testimony  given  previously  that  the  PRC 
has  not  had  the  complete  cooperation  from  the  Postal  Service.  Have 
you  heard  this  story  and  is  there  any  fact 

Postmaster  General  Runyon.  Yes,  I've  heard  that  they  are  lack- 
ing some  cost  information  that  we  haven't  given  them.  The  fact  is 
we  are  not  preparing  a  lot  of  those  cost  reports  that  we  had  before. 
We  will  work  with  them  to  give  them  the  cost  information  they 
want,  and  with  other  people  who  have  a  need  for  that  cost  informa- 
tion. 

Mr.  Myers.  Well,  any  time  that  you  reduce  the  force,  of  course 
there  are  some  pain  associated  with  it,  and  we've  had  some  com- 
plaints from  some  postmasters  that  they  were  in  line  to  be  pro- 
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moted  and  they  were  not  promoted  because  somebody  else  moved 
in  in  front  of  them.  I  know  out  in  Indiana  where  I'm  from  that  a 
number  of  problems  with  smaller  post  offices  where  somebody  has 
worked  there  for  25  years  and  think  they're  ready  to  be  moved  into 
postmaster  and  then  only  to  have  someone  from  the  regional  office, 
come  in  and  take  those  positions.  As  you  review  this,  again  this  is 
a  big  morale  factor,  I  think,  and  some  of  the  smaller  communities 
in  my  congressional  district  morale  has  really  depreciated.  Often 
it's  favoritism  as  you  mentioned  in  your  prepared  text.  Cronyism 
is  a  problem,  too.  I  hope  you  will  take  a  look  at  both.  I  don't  know 
how,  from  your  position,  whether  you  have  the  authority  to  do  it. 
However,  you  don't  always  know  these  things  are  happening  unless 
somebody  relates  them  to  you. 

Postmaster  General  Runyon.  I  understand  the  problem  you're 
talking  about  as  far  as  postmasters  feeling  that  they  haven't  had 
the  proper  opportunity.  The  fact  is  that  when  we  reduced  the  peo- 
ple, we  allowed  postmasters  to  apply  for  the  early  retirement  and 
the  incentive  programs,  even  though  we  weren't  reducing  the  num- 
ber of  postmasters  that  we  had.  It  was  not  our  intention  to  reduce 
the  number  of  postmasters.  So,  therefore,  it  really  wasn't  necessary 
to  offer  the  incentives  to  them  except  as  it  would  create  positions 
for  people  who  would  not  have  a  job  to  go  into  those  jobs.  So,  we 
were  trying  to  create  openings  for  people,  not  through  cronyism  but 
through  a  need  to  provide  positions  for  affected  employees. 

I  understand  that  postmasters  are  unhappy  because  they  didn't 
get  the  opportunity  they  thought  they  would  get  when  the  next 
opening  occurred.  But  we  had  an  unusual  situation.  We  had  30,000 
jobs  that  we  eliminated  and  we  needed  to  do  something  with  those 
people.  We  did  not  want  to  lay  those  people  off.  We  have  not  had 
a  reduction  in  force.  So,  therefore,  that  created  that  problem  and 
I  understand  it. 

Mr.  Myers.  Although  you  don't  call  it  a  RIF,  some  people  were 
moved  into  other  jobs.  Was  there  any  reduction  in  pay  for  any  of 
those  people  who  had  to  take  other  jobs? 

Postmaster  General  Runyon.  No,  they  kept  their  pay  and  the 
same  grade. 

Mr.  Myers.  Good.  One  other  question  dealing  with  the  possibility 
of  increased  rates.  As  I  understand  part  of  that  would  be  to  retire 
existing  debt  today.  What  is  the  story  on  that  existing  debt  now? 
You  have  $2  billion?  I  didn't  quite  understand  that. 

Postmaster  General  RUNYON.  Are  you  talking  about  the  $500 
million  that  we 

Mr.  Myers.  Well,  the  $2  billion,  the  $5  billion.  I  thought  you 
said 

Postmaster  General  Runyon.  We  had  a  $5  billion  debt  that  we 
refinanced  at  lower  interest  rates.  It  cost  us  $500  million  to  do 
that,  to  make  that  refinancing  possible.  The  refinancing  over  the 
next  20  years  will  save  us  $2.2  billion.  Now,  that  goes  below  the 
line,  that  $500  million.  It's  a  cost.  We  need  to  recover  that  cost 
some  way,  someday.  Now,  we  will  recover  it  by  the  $2.2  billion  as 
it's  received  in  our  cash  over  the  20  year  period.  That  $500  million 
will  be  paid  off  in  roughly  five  years. 
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Mr.  MYERS.  Well,  in  your  budgeting,  do  you  forward  budget  be- 
yond one  year?  Do  you  make  plans  to  go  out  maybe  beyond  one 
year  to  anticipate?  I  thought  you  had  a  three  year  budget. 

Postmaster  General  RuNYON.  Yes,  we  go  out  further  than  one 
year.  As  a  matter  of  fact,  right  now  our  1994  budget  would  indicate 
an  $800  million  loss  at  the  present  time.  If  nothing  changes,  we  are 
budgeting  for  an  $800  million  loss  in  1994. 

Mr.  MYERS.  I'm  trying  to  find  out  will  there  be  a  necessity  for 
a  rate  increase  without  this  $1  billion?  If  Congress  socks  another 
billion  dollars  on  you,  will  you  still  have  to  have  a  rate  increase  to 
pay  off  this  existing  debt? 

Postmaster  General  Runyon.  We  don't  see  a  need  for  a  rate  in- 
crease for  1994  at  the  present  time.  We  would  like  to  see  that  go 
further.  We're  going  to  continue  to  work  on  our  productivity.  I'm 
of  the  opinion  that  any  successful  corporation  has  to  improve  their 
productivity  by  three  to  five  percent  a  year  and  they  need  to  in- 
crease their  revenues  every  year.  So,  we're  setting  programs  in 
place  to  try  to  increase  our  revenues,  try  to  hold  our  cost  constant 
because  our  costs  do  continue  to  rise.  We  have  pay  increases  that 
are  already  agreed  to  that  will  happen  and  we  know  that.  We  need 
to  offset  that  with  some  productivity  improvements. 

Mr.  Myers.  But  it's  your  judgment  that  if  no  changes  are  made 
that  there  will  not  be  a  necessity  for  a  rate  increase  in  the  next 
year,  next  fiscal  year? 

Postmaster  General  Runyon.  That's  right,  for  1994,  and  we 
would  hope  that  it  wouldn't  happen  for  1995,  but  that's  a  hope  and 
that's  something  we  need  to  be  working  on. 

Mike,  would  you  want  to  add  to  that? 

Mr.  COUGHLIN.  No,  I  think  you've  touched  on  what  you  need 
to 

Mr.  Myers.  One  last  question.  What  would  be  the  impact  of  a 
rate  increase,  a  substantial  rate  increase  to  the  first  class  and  sec- 
ond and  third  class,  what  would  be  the  impact  upon  the  Postal 
Service,  briefly? 

Postmaster  General  RUNYON.  A  rate  increase,  as  has  been  proven 
in  the  past  two  rate  increases,  would  cause  our  revenues  to  go 
down.  People  would  start  using  alternate  sources  of  delivery.  There 
are  many  of  those  that  are  springing  up  now  that  are  taking  some 
of  our  business.  The  minute  that  we  go  higher,  there  will  be  more 
of  those  coming  up.  People  will  move  to  cable  television  with  adver- 
tising, which  some  people  are  doing  today  as  a  result  of  our  rates. 
They'll  move  to  other  sources  of  advertising  other  than  the  mail, 
such  as  in  newspapers  and  things  of  that  nature.  We  will  lose  busi- 
ness and  as  we  lose  business,  then  our  profits  will  drop  and  rates 
will  have  to  be  raised  again. 

Mr.  Myers.  Well,  that  isn't  good  news.  I  have  a  series  of  other 
questions  here  I  will  provide  for  the  record  that  I'd  appreciate  your 
answering.  Thank  you  for  your  testimony. 

Postmaster  General  RUNYON.  Thank  you. 

Mr.  Clay.  Mr.  Ackerman. 

Mr.  Ackerman.  Thank  you,  Mr.  Chairman. 

Mr.  Postmaster  General,  about  seven  months  ago  you  testified 
that  postal  workers  awaiting  placement  will  remain  employed  for, 
in  your  words,  as  long  as  it  takes.  You  further  stated  that  you  had 
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no  plans  to  terminate  postal  employees  who  could  not  relocate,  that 
they  will  not  be  severed  from  the  service,  and  they  will  not  be 
forced  into  retirement. 

We  understand  now  that  on  July  1  the  Postal  Service  intends  to 
directly  reassign  certain  employees  in  the  New  York  and  Los  Ange- 
les areas.  I  assume  that  the  commitment  that  you  made  to  this 
Committee  seven  months  ago  remains  operative.  The  question 
therefore  that  arises  is  what  will  happen  to  those  workers  who  are 
unable  to  relocate? 

Postmaster  General  Runyon.  Well,  we  haven't  reached  that  point 
yet.  We  are  posting  all  openings  the  5th  of  May  nationwide  to  see 
if  we  can  take  care  of  the  approximately  3,000  people  who  don't 
have  a  permanent  job.  We  need  to  wait  until  that  is  done.  We've 
also  offered  people  in  those  areas  the  opportunity  to  return  to  craft 
and  we're  giving  them  I  think  it's  twice  the  amount  of  difference 
between  their  pay  and  the  craft  pay  for  two  years,  not  to  exceed 
$20,000.00,  another  way  for  them  to  remain  in  their  location.  So, 
we're  trying  to  work  the  situation  out,  which  is  why  it's  taking  us 
so  long  to  do  what  we're  doing. 

Mr.  Ackerman.  You'll  keep  us  apprised  of  the  progress  you're 
making  at  that? 

Postmaster  General  RUNYON.  Yes,  sir,  we  will. 

Mr.  Ackerman.  A  recent  Merit  System  Protection  Board  decision 
found  that  the  Service  violated  the  rights  of  veterans  by  not  provid- 
ing them  with  the  appropriate  protections  during  the  Postal  Serv- 
ice reduction  in  force.  Specifically,  the  Board  found  that  a  reduction 
in  grade,  despite  the  fact  that  the  worker's  salary  would  be  main- 
tained, is  a  de  facto  demotion.  The  Veterans  Preference  Eligibility 
Salary  would  be  frozen  indefinitely. 

I'd  like  to  know  why  the  Service  continues  to,  in  the  opinion  of 
myself  and  many  others,  to  circumvent  congressional  intent  which 
is  to  protect  postal  workers  who  place  their  lives  in  jeopardy  in 
fighting  for  the  interests  of  our  country. 

Postmaster  General  Runyon.  Mr.  Ackerman,  we're  not  trying  to 
circumvent  anything.  I  would  like  to  ask  our  general  counsel  to  ex- 
plain about  those  cases  you're  talking  about  though. 

Ms.  Elcano.  Yes,  Congressman.  In  reference  to — the  RIF  demo- 
tion is  the  term  that  the  administrative  judge  in  the  Merit  Systems 
Protection  Board  system  used.  In  July,  the  Postal  Service's  goal 
was  to  look  at  how  we  could  best  protect  employees  and  best  meet 
the  service  issues  and  problems  that  were  coming  up  in  terms  of 
Christmas  and  the  election  and  still  protect  the  rights  of  all  indi- 
viduals involved.  So,  we  looked  at  the  RIF  retention  process.  The 
RIF  is  a  retention  system,  as  you  know,  for  protection  of  veterans 
in  a  downsizing,  in  a  layoff,  a  demotion  or  a  furlough  over  30  days. 
Those  are  the  RIF  actions.  We  talked  to  the  labor  unions,  to  the 
management  organizations,  to  different  organizations.  We  briefed 
the  veterans  organizations  and  we  met  with  OPM  and  in  the  proc- 
ess of  that  came  to  the  conclusion  that  if  we  could  have  no  layoffs 
and  no  demotions,  we  could  protect  veterans  as  well  as  other  em- 
ployees, women  and  minorities,  who  may  or  may  not  have  been  laid 
off. 

When  a  RIF  occurs,  it's  pretty  much  guaranteed  that  there  will 
be  layoffs  and  demotions.  We  made  the  choice  to  try,  after  all  those 


345 

meetings  and  discussions,  to  try  not  to  lay  off,  not  to  demote.  So, 
we  offered  the  early  out,  and  offered  the  ability  for  the  employees 
to  voluntarily  retire  with  an  incentive.  We  then  looked  at  what 
would  be  left  after  the  reduction  in  jobs  and  made  the  decision, 
after  consultation  with  OPM,  to  save  grade  and  to  freeze  salary. 
We  used  the  OPM  regulations  that  suggest  alternatives  to  RIFs 
that  say  where  it's  voluntary  and  there  is  a  freezing  in  the  grade 
and  salary,  it  is  not  considered  a  RIF. 

Now,  the  decision  that 

Mr.  Ackerman.  That's  in  your  opinion.  But  indeed  the  Merit  Sys- 
tems Protection  Board  has  found  again — see,  the  headline  here 
says,  "Judge  challenges  reorganization,"  and  accuses  you  of  doing 
just  the  opposite  of  what  you're  telling  me  your  position  is.  How 
does  that  happen? 

Ms.  Elcano.  The  headline — you're  right  in  terms  of  what  that 
one  administrative  judge  says  and  now  there's  been  a  subsequent 
one.  We've  had  about  50  cases 

Mr.  Ackerman.  A  subsequent  judge  has  found  in  your  favor? 

Ms.  Elcano.  Administrative  judge?  We've  had  about  15  judges 
find  in  our  favor.  At  the  administrative  judge  level  of  the  Merit 
Systems  Protection  Board,  we've  lost  two  cases  and  have  appealed 
both  of  those  to  the  full  Merit  Systems  Protection  Board  and  they'll 
resolve  that.  But  the  majority  of  the  other  cases,  in  fact  all  the 
other  cases  in  that  number  are  saying  that  we  do  not  have  a  RIF. 
So,  what  we  have  is  a  conflict  actually  among  administrative 
judges  in  the  MSPB. 

Mr.  Ackerman.  You're  saying  that  it's  going  to  be  resolved  in  the 
courts.  But  what  are  you  doing  as  a  service  to  protect  the  veterans' 
preferences?  Are  you  just  ignoring  veterans'  preferences? 

Ms.  Elcano.  No,  Congressman.  With  all  due  respect,  we  believe 
we're  adhering  to  the  law  and  the  administrative  judges  in  the 
Merit  Systems  Protection  Board  have  held  that  that's  what  we're 
doing.  Two  judges  have  not  and  we've  appealed  it  to  the  full  board. 
We  have  the  exact  same  facts  that  you're  referring  to  in  another 
case  where  another  administrative  judge  out  of  another  state  has 
held  that  we  did  not  conduct  a  RIF.  As  we're  reading  the  facts  and 
applying  the  law,  the  judge's  decision  that  you're  referring  to  is  ac- 
tually challenging  the  action  as  reduced  responsibilities  and  re- 
duced duties.  That  is  a  reduction  in  rank  or  status.  Under  the  Civil 
Service  Reform  Act  in  1978,  the  Congress  said  that  reductions  in 
rank  and  status  and  responsibilities  are  not  RIF  actions. 

Mr.  Ackerman.  I  don't  want  to  drag  that  all  out.  There  seems 
to  be  a  great  difference  of  opinion  and  the  last  court  seems  to  have 
found  one  way  and  you're  appealing  it.  We'll  await  the  decision. 

One  last  question,  Mr.  Chairman. 

I  recently  had  the  opportunity  to  review  the  Price  Waterhouse 
data  relating  to  on-time  delivery  of  first  class  mail.  I  was  abso- 
lutely astonished  to  find  that  the  worst  delivery  rates  happens  to 
be  on  Long  Island.  Could  you  explain  how  this  happened.  What  ac- 
tions are  you  taking  to  remedy  it?  It's  gone  down  tremendously 
since  the  last  time  you  were  here. 

Postmaster  General  RuNYON.  I'd  like  to  ask  Mr.  Caraveo  to 

Mr.  Ackerman.  Yes.  It's  worse  than  Manhattan  and  worse  than 
Washington,  D.C.;  it's  worse  than  Northern  Virginia  and  worse 
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than  Miami.  All  those  are  pretty  poor  areas  as  far  as  your  record 
of  on-time  delivery  is  concerned. 

Mr.  Caraveo.  Well,  thanks  for  giving  me  the  opportunity  to  dis- 
cuss this  with  the  Congressman. 

Actually,  as  far  as  Long  Island  is  concerned,  we've  had  some 
changes  there  in  the  way  we've  put  in  the  RBCS  system  that  we 
call  it  and  how  we're  processing  the  mail.  We're  watching  the  situa- 
tion closely,  but  frankly  I  can't  give  you  any  definitive  explanation 
as  to  why  it  is  the  way  it  is.  We're  working  with  the  New  York 
metro  area  managers,  Mr.  Walton  and  Mr.  Pankey,  and  trying  to 
see  what  we  can  do  about  getting  some  rational  response  for  what 
happened.  Right  now  I  really  can't  give  you  a  response  to  that  as 
to  any  specifics  on  Long  Island.  I'll  look  into  it  further  and  we  will 
get  back  with  you. 

Mr.  Ackerman.  Yes.  I  mean  it  just  makes  no  sense.  It's  not  a  dif- 
ficult delivery  area.  It's  pretty  high-tech.  You  probably  have  more 
fax  machines  in  that  area  than  almost  any  other  area  in  the  coun- 
try. You're  going  to  lose  an  awful  lot  of  business  unless  the  service 
gets  down  to  doing  what  the  American  people  expect. 

Mr.  Caraveo.  I  guarantee  you  we'll  get  back  to  you. 

[The  information  referred  to  follows:] 

On  May  7  senior  Postal  Service  representatives  met  with  Congressman  Ackerman 
in  Long  Island  to  discuss  the  Quarter  II  Long  Island  EXFC  score  and  to  describe 
actions  being  taken  to  improve  service.  The  Long  Island  Customer  Services  District 
is  committed  to  improving  service,  and  they  are  taking  the  following  actions: 

All  collection  box  labels  have  been  verified  for  accuracy,  and  a  computerized  col- 
lection box  label  program  is  being  implemented. 

New  Monday  morning  collection  runs  have  been  established  throughout  Long  Is- 
land. 

New  daily  afternoon  collection  runs  have  been  established  in  all  medium  and 
large  post  office  delivery  areas  to  augment  existing  5  p.m.  collections. 

Saturday  collection  runs  are  being  implemented,  using  a  "Hub  and  Spoke"  system 
that  will  enable  collections  to  be  made  as  late  as  6  p.m. 

Collection  duties  are  being  shifted  from  letter  carrier  pickup  to  dedicated  collec- 
tion runs. 

Eighteen  new  motor  vehicle  service  runs  are  being  added  to  improve  mail  flow  to 
the  Processing  and  Distribution  facilities. 

Quality  improvement  teams  are  in  place  to  monitor  and  improve  mail  flow  from 
collection  boxes  through  the  mail  processing  plant  to  customers.  A  management 
team  from  the  district  office  will  assist  local  post  offices  with  any  collection  prob- 
lems. 

A  tracking  system  is  being  procured  to  manage  the  collection  program.  Specific 
transportation  supervisors  are  being  assigned  to  manage  mail  flow  ad  dispatches. 
Internal  mail  flows  are  being  managed  by  mail  flow  coordinators. 

In-Plant  Support  Managers  are  reviewing  mail  flows  and  sort  program  efficiency. 
Opportunities  are  being  identified  and  improvements  implemented. 

Remote  Bar  Encoding  of  mail  work  schedules  are  being  modified  to  improve  re- 
sponsiveness to  mail  condition  needs. 

Reviews  are  being  conducted  of  mail  processor  staffing  and  scheduling,  and  addi- 
tional mail  handlers  will  be  hired  as  needed. 

Mr.  Ackerman.  Thanks  very  much,  Mr.  Chairman. 

Thank  you,  General. 

Mr.  Clay.  Mr.  Young. 

Mr.  Young.  Thank  you,  Mr.  Chairman. 

First,  I  have  an  opening  statement  I'd  like  to  submit  for  the 
record.  I  know  it's  open. 

Secondly,  I  have  a  series  of  nine  questions  to  submit  to  Mr.  Run- 
yon  and  the  Committee  concerning  the  private  sector  and  what  is 
occurring  there.  That  will  be  in  writing. 
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Thirdly,  in  your  testimony,  you  covered  the  revenue  forgone  and 
the  unfunded  liabilities,  which  are  dear  to  my  heart.  But  there's 
one  question  I'm  going  to  ask.  We're  considering  voter  registration, 
which  I  voted  against,  and  also  campaign  reform  in  this  Congress, 
jf  we — you  covered  revenue  forgone.  What  would  be  the  effect  upon 
the  post  office  if  both  of  those  are  implemented  as  far  as  loss  of  rev- 
enues? 

Postmaster  General  RUNYON.  Well,  we're  very  concerned  about 
the  concept  of  revenue  forgone.  Frankly,  we  would  like  to  see  reve- 
nue forgone  gone.  I  mean  that  concept  not  there  anymore 

Mr.  Young.  So  would  I. 

Postmaster  General  RUNYON  [continuing].  Because  what  happens 
is  those  two  bills  that  you're  talking  about  will  add  $10  million 

Mr.  Young.  How  much? 

Postmaster  General  RUNYON.  Ten  million. 

Mr.  Young.  Is  that  all? 

Postmaster  General  RUNYON.  That's  all,  for  the  first  year. 

Mr.  Young.  First  year? 

Postmaster  General  Runyon.  Yes.  Ten  million  dollars  and  that 
means  that  if  we  only  get  $92  million  a  year,  which  is  what  we're 
getting  this  year,  that  $10  million  would  have  just  been  added  on 
to  the  deficit.  So,  we  would  have  no  hope  of  getting  that  money. 

Mr.  Young.  Well,  I  just  wanted  to  bring  that  up  because  as  we 
start  passing  this  grandiose  legislation,  the  effect  upon  the  Postal 
Service  itself  should  be  detrimental.  I  hope  the  members  of  this 
body  that  did  probably  vote  for  voter  registration,  et  cetera,  remem- 
ber they're  adding  to  that  deficit  the  post  office  is  faced  with. 

Postmaster  General  Runyon.  Yes,  sir.  Both  of  those  bills  add 
money  to  revenue  forgone.  Since  we're  not  getting  revenue  forgone, 
it  doesn't  give  us  anything. 

Mr.  Young.  Yes.  Secondly,  Mr.  Chairman,  you  know  the  last 
hearing  we  had,  one  of  my  pet  peeves,  for  some  reason  this  body 
looks  upon  the  post  office  as  a  cash  cow.  It's  a  tax  system  and  we've 
got  to  stop  taking  the  money  from  the  post  office  or  otherwise  stop 
complaining  about  raising  the  rates.  As  you  mentioned,  as  you 
raise  the  rates,  you  lose  business  and  as  you  lose  business,  that 
means  the  rates  go  higher  and  this  is  eventually  going  to — and 
maybe  some  people  like  this,  but  I  don't,  is  privatizing  the  Postal 
Service.  That's  eventually  what  will  occur  if  we  don't  watch  out 
what  we're  doing. 

If  you  wonder  why  I'm  really  interested  in  it,  and  Mr.  Runyon, 
I  deeply  appreciate  the  fact  that — I  hope  you  understand  that  Alas- 
ka is  probably  different  than  anyplace  else  in  the  United  States  as 
far  as  distances  and  the  role  the  post  office  plays.  There's  nobody 
going  to  go  out  there.  Fed  Ex  is  not  going  out,  UPS  is  not  going 
out,  none  of  them  are  going  to  go  in  Fort  Yukon  or  the  other  areas. 
They  just  won't  have  the  service  we  have  today. 

So,  along  those  lines,  I  would  like  to  offer  you  an  official  invita- 
tion to  visit  my  great  state  and  to  see  the  uniqueness  of  it.  The  last 
postmaster  general  was  there  and  the  one  before  him  was  there. 
So,  if  you  can  consider  coming  to  my  state,  I'd  deeply  appreciate 
that. 

Postmaster  General  RUNYON.  Thank  you  very  much.  I'd  like  to 
do  that. 
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The  point  you  raised  is  that  as  we  go  up  on  rates,  what  happens 
is  that  people  take  various  parts  of  our  work,  that  part  that's  the 
easiest  to  do,  and  make  a  profit  off  of  it.  They  don't  take  the  hard 
stuff. 

Mr.  Young.  Well,  this  is  what  I'm  saying. 

Postmaster  General  RuNYON.  We've  got  all  the  big  packages,  you 
know,  to  deliver  everywhere.  Nobody  wants  those.  They  want  small 
ones.  We've  got  a  case  now  in  the  Postal  Rate  Commission  to  re- 
duce our  rates  on  small  packages,  as  a  matter  of  fact.  But  we  are 
a  universal  service  and  at  a  uniform  price.  Our  competitors  are  not 
that  way.  They  have  all  kinds  of  prices  for  all  different  areas  and 
we  don't  have  that. 

Mr.  Young.  Well,  Mr.  Chairman,  again,  I  submit  those  nine 
questions  that  are  getting  into  the  private  sector,  I  wanted  you  to 
look  at  those  very  carefully  and  answer  them  each  individually. 

[The  response  to  written  questions  follows:! 

Response  to  Written  Questions  Submitted  by  Hon.  Don  Young  to  Marvin 

Runyon 

Question  1.  What  is  the  difference  between  your  "Retail  Postal  Store",  the  so 
called  "Stores  of  the  Future"  and  a  regular  post  office?  What  type  of  extra  services 
does  a  "Retail  Postal  Store"  perform? 

Answer.  The  name  "Store  of  the  Future"  is  an  internal  term  used  to  identify  our 
systematic  process  for  improving  post  office  facilities  and  operations.  Our  objective 
is  to  make  our  retail  outlets  more  convenient  for  our  customers  and  to  improve  the 
working  environment  for  our  employees.  In  terms  of  this  objective,  postal  "stores" 
are  no  different  from  "regular"  post  offices.  They  are  a  useful  tool  for  establishing 
new  prototype  formats  and  materials.  The  designs  of  these  newer  offices,  which  are 
based  on  customer  and  employee  research,  make  available  a  variety  of  convenient 
self-service  options  and  incorporate  logical  layout,  attractive  display,  and  standard- 
ized identification  from  one  office  to  the  next. 

Question  2.  What  are  the  USPS  future  plans  in  the  retail  market?  Do  you  have 
plans  for  any  in  Alaska? 

Answer.  We  will  continue  to  use  this  method  to  test  and  introduce  improvements 
in  post  offices.  At  present,  we  have  no  plans  to  open  one  of  these  new  prototype  post 
offices  in  Alaska. 

Question  3.  What  division  of  the  USPS  oversees  the  retail  store  development,  op- 
eration and  maintenance? 

Answer.  Our  Customer  Service  Support  function  oversees  this  process. 

Question  4.  What  criteria  is  utilized  for  the  determination  to  open  such  a  store? 
What  type  of  marketing  studies  are  performed? 

Answer.  Because  these  prototype  facilities  are  post  offices,  our  procedures  for  se- 
lecting potential  locations  are  the  same  as  for  any  post  office  and  are  based  on  find- 
ing a  site  that  optimizes  customer  convenience. 

Question  5.  What  type  of  criteria  is  utilized  to  determine  what  services  are  offered 
at  each  store?  Is  there  a  standard  package  of  criteria  which  determines  how  a  store 
is  established? 

Answer.  The  Postal  Service  has  a  responsibility  to  provide  a  level  of  service  that 
meets  our  customers'  expectations  and  needs.  The  services  now  offered  in  prototype 
offices  are  the  same  basic  services  available  in  other  post  offices.  They  are  all  in 
some  way  related  to  making  the  customer's  use  of  the  mail  more  convenient. 

Question  6.  Please  provide  financial  information  on  the  existing  retail  stores. 
What  is  the  total  revenue  for  such  stores  and  costs  for  operations  of  the  stores? 
Please  provide  this  information  by  detailed  category  such  as  rent,  employee  wages 
and  benefits,  marketing  costs  for  promoting  the  stores,  and  inventory  and  head- 
quarters overhead. 

Answer.  Each  city  with  post  offices  have  one  postal  finance  number.  All  revenues 
and  expenses  for  each  station  or  branch  within  that  city  are  totaled  together.  We 
do  not  keep  separate  records  for  each  unit;  therefore,  the  information  requested  on 
one  individual  postal  facility  is  not  available. 

Question  7.  What  criteria  is  utilized  to  determine  whether  such  stores  are  operat- 
ing at  expected  revenues?  Do  stores  have  a  targeted  revenue  requirement?  Is  this 
related  to  costs  of  store  operations? 
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Answer.  The  "stores"  are  post  offices  and,  therefore,  are  judged  by  the  same 
standards  that  exist  for  all  post  offices.  We  perform  a  public  service  and  cannot  ex- 
pect each  individual  post  office  to  generate  net  profit.  Similarly,  we  do  not  shut 
down  post  offices  simply  because  they  are  operating  "in  the  red."  Our  goal  is  gener- 
ating customer  satisfaction  in  a  fiscally  responsible  manner,  not  individual  store 
profit. 

Question  8.  Does  the  store  pay  any  local,  state  or  federal  taxes  such  as  property, 
or  collect  any  sales  tax  on  sales  of  items  other  than  postage  sales  (e.g.,  copying  serv- 
ices, packaging  for  mailing,  stationery  sales,  business  cards,  etc.) 

Answer.  Post  offices  do  not  pay  sales  tax. 

Question  9.  Do  you  feel  you  are  competing  with  private  sector  companies,  why  or 
why  not?  If  yes,  which  private  sector  companies? 

Answer.  The  Postal  Service  offers  a  number  of  products  and  services  for  which 
competitive  alternatives  are  available.  Examples  are  Express  Mail  and  parcel  post. 
Private  postal  retailers  do  serve  as  distributors  for  most  of  these  products  and  in 
that  respect  competition  does  exist.  On  the  other  hand,  some  private  postal  retailers 
also  sell  Postal  Service  products  although  substantial  service  fees  are  usually  added 
by  retailers  to  increase  their  profits.  We  will  continue  to  work  with  private  firms 
whenever  we  believe  it  is  in  our  customers'  interest  to  do  so. 

Mr.  Young.  Lastly,  again,  I  really  think  we  have  to  start  consid- 
ering in  this  Congress  about  what  we're  doing  to  this  Postal  Serv- 
ice and  how  we're  taking  away  their  ability  that  they  can  function 
in  the  rural  areas.  We  talk  about  the  cities,  we  talk  about  Long  Is- 
land, we  talk  about  New  York.  You  do  have  alternatives.  You  do 
have  fax  machines.  You  do  have  all  kinds  of  other  service  up  there 
we  do  not  have.  We  have  big  cities,  four  of  them.  The  rest  of  them 
do  not.  It  does  affect  us. 

Thank  you,  Mr.  Chairman. 

Mr.  Clay.  Thank  you. 

Mr.  Bishop. 

Mr.  Bishop.  Mr.  Runyon,  I've  got  a  couple  of  areas  that  I'd  like 
to  explore  with  you.  The  first  one  is  going  back  to  the  minority  re- 
tention or  lack  of  retention  with  your  reorganization  at  head- 
quarters. I  listened  as  you  were  asked  by  the  Chairman  questions 
about  the  lack  of  minority  retention  and  the  tremendous  drop  in 
the  numbers  of  minorities  that  are  retained  at  the  headquarters  lo- 
cation. You  indicated  under  questions  from  the  Chairman  that  you 
had  been  made  aware  by  the  Diversity  Commission  of  what  the  re- 
sults were.  But  I  thought  I  understood  from  your  reaction  also  that 
you  thought  that  even  though  you  had  been  made  aware,  that  that 
was  just  the  way  the  chips  fell  and  there  was  nothing  further  that 
you  were  going  to  do  about  it. 

Did  I  misunderstand  that?  Do  you  intend  to  do  something  to  rec- 
tify that?  Do  you  feel  that  it's  important  that  the  headquarter  re- 
flect the  diversity  of  your  work  force  just  as  the  rest  of  the  job  loca- 
tions should  reflect  that?  Do  you  have  any  concern  about  that  or 
do  you  think  that's  just  something  that's  of  no  consequence  and  of 
no  value? 

Postmaster  General  Runyon.  Yes,  I  have  concern  about  it.  I  have 
concern  about  diversity  in  the  total  Postal  Service.  That's  the  rea- 
son I  made  a  diversity  development  organization.  There  was  not 
one  in  existence  when  I  came  there.  I  initiated  diversity  develop- 
ment so  that  we  could  have  a  group  of  people  dedicated  to  the  di- 
versity philosophy.  This  group  would  assist  those  making  selections 
become  more  aware  of  diversity  within  the  Postal  Service.  But  it's 
going  to  be  very  difficult  for  me  to  take  40,000  locations  in  the 
Postal  Service  and  make  it  match  what  we  think  it  ought  to  be.  We 
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have  some  areas  that  are  65  percent  African-American  and  we 
don't  want  to  reverse  that  one. 

So,  it's  rather  difficult  to  take  one  location  and  make  it  fit  a  spe- 
cific work  force  profile. 

Mr.  BISHOP.  Prior  to  the  reorganization  though,  sir,  didn't  you 
have  a  much  better  representation  at  headquarters? 

Postmaster  General  RuNYON.  We  had  5  percent  more  African- 
Americans  than  we  have  today.  Yes,  sir,  that's  true. 

Mr.  Clay.  Will  the  gentleman  yield? 

Mr.  Postmaster  General,  you  made  that  statement  to  me  earlier 
this  morning  before  the  hearing.  That's  not  correct.  If  you  went 
from  25  percent  to  20  percent  of  African-Americans.  That  is  a  20 
percent  reduction,  not  a  five  percent  reduction.  So,  you  have  20 
percent  more.  There  will  be  no  demonstrations.  The  figure  is  20 
percent  less  blacks  at  the  agency  than  before,  not  five  percent. 

I  thank  the  gentleman  for  yielding. 

Mr.  Bishop.  Thank  you,  Mr.  Chairman. 

My  concern  is  why  is  it  that  you  cannot,  if  you  have  that  genuine 
concern,  be  as  concerned  that  the  headquarters,  the  showplace,  the 
brain  center  reflect  the  same  kind  of  diversity  that  the  other  part 
of  the  work  force  will  reflect.  To  put  it  in  another  parlance,  why 
can't  the  big  house  be  just  as  reflective  as  the  outhouse? 

Mr.  Clay.  Please,  no  demonstrations. 

Postmaster  General  Runyon.  One  of  the  things  that  existed  at 
the  headquarters  is  that  there  were  a  lot  of  very  high  positioned 
people  and  not  a  lot  of  those  were  African-Americans  or  women. 
Our  effort  is  to  upgrade  our  people  as  best  we  can.  But  the  fact  is 
when  we  eliminated  all  of  the  top  level  supervision  that  we  had, 
a  lot  of  African-Americans  who  were  secretaries  and  lower  level  po- 
sitions went  one  for  one  with  those  or  three  for  one  for  those. 

I'm  really  not  proud  of  the  fact  that  those  numbers  were  what 
they  were  in  the  relationship  of  the  people  in  the  organization.  We 
need  to  work  to  upgrade  minorities  and  women  in  the  Postal  Serv- 
ice and  we're  working  to  do  that.  But  the  fact  is  when  we  elimi- 
nated a  lot  of  managers  and  assistant  postmaster  generals  and  all 
of  those  people,  a  lot  of  minorities  went  with  them. 

Mr.  Bishop.  I  don't  want  to  beat  this  to  death  because  I  want 
to  pursue  one  other  line  of  inquiry.  But  it  would  seem  to  me  that 
what  I  have  not  heard  you  say  today,  in  light  of  the  figures  and 
the  situation  that  you've  expressed,  is  what  you're  going  to  do 
about  it.  It  seems  to  me  that  what  I'd  like  to  hear  coming  from  you 
is  some  plan  to  address  that  disparity,  prospectively  not  crying 
about  the  fact  that  this  is  what  the  situation  is.  But  recognizing 
that,  what  plan  do  you  have  in  place  to  correct  that? 

Postmaster  General  Runyon.  We  started  working  on  a  plan 
when  we  set  up  the  new  organization  and  put  in  the  diversity  de- 
velopment organization.  Although  we're  not  doing  a  lot  of  hiring 
right  now,  we  plan  to  improve  minority  and  female  hiring.  We  plan 
to  upgrade  minorities  and  females  where  we  can  and  that  is  ex- 
actly what  the  diversity  development  group  is  empowered  to  do. 
They  are  to  help  us  do  that.  We  have  a  concern.  As  I  said,  I  was 
not  at  all  proud  of  what  we  had  at  the  Postal  Service  regardless 
of  the  numbers.  That's  not  satisfactory.  We  need  to  upgrade  the 
people  and  continue  to  have  the  people  there. 
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Ms.  Elcano.  If  I  could  also  add  to  that,  Congressman,  each  of 
the  vice  presidents  has  been  tasked  to  meet  with  the  Vice  Presi- 
dent of  Diversity  Development.  So,  for  example,  in  my  area,  the 
Law  Department,  I  have  met  with  her  and  asked  for  assistance  in 
recruitment.  When  we  would  be  in  a  position  to  hire  attorneys  from 
the  outside,  with  her  assistance  we'll  be  targeting  different  legal 
areas  in  recruitment  of  African-American  and  Hispanic  organiza- 
tions and  others.  This  way  each  of  us  can  identify  pools  of  appli- 
cants. If  and  when  we  have  an  opportunity  to  hire,  we'll  have  a 
broader  base  to  select  from. 

I  know  the  other  vice  presidents  are  in  the  process  of  doing  the 
same  thing.  So,  that  is  a  prospective  area  that  we've  looked  at 
where  we  are  today  and  then  have  taken  some  actions  to  fix  that. 

Mr.  Bishop.  This  is  the  last  thing  I'm  going  to  say  on  that  point 
because  I  really  want  to  get  to  the  revenue  forgone  issue.  But  it 
seems  to  me  that  what  we're  talking  about  here  is  not  a  process. 
We  want  to  talk  about  results.  I  would  like  to  see  something  in 
writing  that  is  a  real  plan  of  action  that  will  yield  results  with  spe- 
cific goals  and  time  tables  as  opposed  to  talking  about  a  process 
that  when  we  get  ready  to  do  this,  that  and  the  other  we're  going 
to  talk  to  and  we're  meeting.  Meetings  are  fine,  but  I'm  really  con- 
cerned with  the  specifics  of  something  that  we  can  actually  tan- 
gibly see  and  that's  results. 

But  I  want  to  move  on  to  revenue  forgone. 

Postmaster  General  Runyon.  Could  I  say  one  thing? 

Mr.  Bishop.  I  don't  want  to  use  all  my  time  on  that.  I  really 
want  to  deal  with  the  question  of  revenue  forgone. 

Nonprofits  in  this  country  have  made  a  great  contribution  and 
they  do  things  that  government  can't  afford  to  do.  They  provide 
services  that  government  can't  afford  to  provide  in  a  lot  of  areas. 
In  exchange  for  that,  the  policy  of  this  country  has  been  to  offer 
subsidized  mailing  and  other  kinds  of  benefits.  I  can  appreciate 
and  I  do  share  your  concern  about  deficit  reduction  because  deficit 
reduction  is  very  real.  But  it  seems  to  me  that  there  are  two  ex- 
tremes. The  commercial  mailers  don't  want  to  subsidize,  the  non- 
profits don't  want  to  have  to  pay  the  full  rate.  There  ought  to  be 
some  middle  ground. 

What  I  would  like  to  know  is  are  you  willing  to  help  us  find  that 
common  middle  ground  or  are  you  wedded  to  your  position  of  non- 
negotiation  or  non-compromise  on  it?  Do  you  feel  that  there's  any 
room  for  movement  on  your  part? 

Postmaster  General  Runyon.  There  certainly  is  room  for  discus- 
sion. We  put 

Mr.  Bishop.  For  movement,  not  discussion. 

Postmaster  General  Runyon.  Yes,  there's  room  for  movement 
also.  That's  what  discussion  would  lead  to.  But  the  fact  is  we  were 
asked  to  submit  a  position  and  we  did  that.  It's  not  satisfactory  to 
everybody.  There  have  been  other  positions  submitted  that  aren't 
satisfactory.  We  need  to  sit  down  and  work  out  the  solution  and 
that's  really  what  we're  trying  to  do. 

Mr.  Bishop.  Thank  you. 

Mr.  Clay.  Mr.  Ridge. 

Mr.  Ridge.  Thank  you,  Mr.  Chairman. 
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Mr.  Runyon,  as  you  know,  back  in  1970  with  the  Postal  Reorga- 
nization Act,  there  was  an  amendment  that  was  included  in  that 
that  ensured  veterans  rights  and  veterans  preference  was  main- 
tained. It  subjected  the  United  States  Postal  Service  to  the  veter- 
ans preference  language  that  had  been  in  existence  for  quite  some 
time.  We  have  been  in  discussion  and  in  contact  with  the  Postal 
Service  with  regard  to  this  particular  issue  as  it  pertains  to  transi- 
tional employees.  There  are  several  veterans  groups  that  are  con- 
cerned that  there  is  some  indication  that  when  you  get  into  hiring 
transitional  employees  from  the  casual  category  that  the  veterans 
preference  language  that  was  embodied  in  the  Postal  Reorganiza- 
tion Act  and  in  many  instances  is  applied  elsewhere  in  the  post  of- 
fice is  not  being  applied  to  the  hiring  of  transitional  employees.  I'd 
just  like  to  pursue  that  with  you  farther  or  with  the  benefit  of 
counsel  because  there  seems  to  be  considerable  disagreement  as  to 
whether  or  not  the  Postal  Service  is  adhering  to  the  requirements 
of  veterans  preference  as  it  applies  to  transitional  employees. 

Postmaster  General  Runyon.  Do  you  want  to  answer  that? 

Ms.  Elcano.  I'll  take  it. 

Yes,  Congressman,  I'm  aware  of  your  interest  in  correspondence 
on  the  matter.  We're  very  concerned  as  well  on  how  we  are  comply- 
ing with  the  veterans  preference  part  of  the  hiring.  As  you  know, 
the  transitional  employee  is  a  new  employee  for  us. 

Mr.  Ridge.  Right. 

Ms.  Elcano.  The  transitional  concept  is  a  few  months  old  now 
at  this  point  and  we  are  in  the  process  of  making  sure  that  when 
we  hire  transitional  employees  from  the  outside,  from  registers, 
that  they  come  in  under  veterans  preference.  When  we  go  to  the 
casuals,  there's  four  ways  we  bring  casuals  in:  college  students,  un- 
employment agencies  of  the  state,  we  go  to  the  hiring  registers  and 
our  applicant  pools  on  file.  With  the  last  two,  the  applicant  pools 
and  the  hiring  register,  veterans  preference  is  automatically  ap- 
plied for  casuals.  The  other  two  we're  not  using  veterans  pref- 
erence. Now,  those  people,  by  virtue  of  being  college  students, 
they're  usually  in  for  the  holidays,  Christmas  mail  and  the  sum- 
mertime and  we  hire  large  numbers  of  them  and  there's  a  large 
turnover. 

We're  very  concerned  and  we're  in  the  process  of  talking  with 
OPM  as  well  about  what  our  obligation  is  with  these  transitional 
employees.  If  we're  not  in  compliance  with  veterans  preference,  we 
will  be. 

Mr.  Ridge.  Well,  I  appreciate  that  and  I  will  just  continue  to  be 
in  frequent  contact  with  you  about  it.  I  know  it's  not  the  stuff  of 
which  headlines  are  made  and  by  and  large  you  have  adhered  to 
the  amendment  in  the  Postal  Reorganization  Act  and  tried  to  com- 
ply with  veterans  preference.  But  it  was  just  brought  to  my  atten- 
tion that  among  that  certain  group  of  transitional  employees  when 
you're  pulling  in  the  casuals,  that  there  may  be  a  couple  of  classes 
to  which  the  preference  has  not  been  applied  and  I  just  want  to 
make  sure  that  it  is  applied.  I  would  look  forward  to  working  with 
you  on  that. 

Ms.  Elcano.  Thank  you. 

Mr.  RlDGE.  All  right.  We've  had  some  discussion  with  some  of  the 
men  and  women  in  my  congressional  district,  letter  carriers  who 
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have  had  to  comply  and  work  within  the  new  2  and  6  guidelines. 
In  many  instances,  they  were  promulgated  and  different  post  of- 
fices were  asked  to  start  working  in  the  direction  of  the  2  and  6 
before  the  automation  got  there.  What  we've  found  in  some  cir- 
cumstances in  my  district,  and  I  suspect  some  of  my  colleagues 
have  experienced  the  same  problem,  that  some  of  these  men  and 
women,  the  letter  carriers  may  be  out  on  the  street  for  six  hours, 
but  they're  still  sorting  for  three  and  four.  So,  they  don't  end  up 
with  an  eight  hour  day,  but  in  many  instances  they  end  up  with 
a  ten  hour  day  and  in  those  instances  that  means  the  delivery  com- 
ponent of  that  day  is  late  afternoon,  early  evening,  causing  some 
concern  within  some  of  our  communities. 

I'm  wondering  if  you  could  tell  me  what  has  been  done  internally 
to  alleviate  some  of  this  pressure  and  alleviate  some  of  these  prob- 
lems so  that  while  you're  experimenting  and  working  toward  the 
2  and  6  goal,  that  the  consumer  getting  the  mail  is  getting  it  on 
a  timely  basis  at  a  normal  hour  and  take  a  little  pressure  off  the 
carrier  who's  spending  ten  hours  on  his  or  her  feet  delivering  the 
mail. 

Mr.  Caraveo.  Thank  you,  Congressman.  I'd  like  to  address  that, 
if  I  may.  We  started  about  3  years  ago  with  a  program  that  was 
called  the  2  and  6  program,  which  means  the  carrier  would  have 
2  hours  in  the  office  and  6  hours  on  the  street,  which  was  deter- 
mined to  be  approximately  what  would  occur  on  each  route  after 
automation  was  fully  in  place  and  the  mail  arrived  to  the  carrier 
in  such  a  manner  that  he  or  she  could  take  it  out  on  the  street 
with  a  minimum  amount  of  sortation. 

In  some  areas,  we  were  a  little  over  zealous  and,  in  fact,  went 
in  and  put  in  the  2  and  6  formula  before  the  mail  was  even  pre- 
pared by  automation  or  available  to  the  carrier.  What  happened  is 
we  ended  up  having  routes  with  about  ten  hours  of  work  rather 
than  eight  hours  of  work.  Consequently  we  either  had  overtime  or 
somebody  would  come  in  and  help  the  carrier  put  the  mail  up,  but 
we  still  required  the  carrier  to  go  out  on  the  street  for  six  hours. 

In  consultation  with  the  National  Association  of  Letter  Carriers, 
once  we  realized  that  this  was  a  severe  problem  and  that  we  had 
been  overzealous,  we  went  in  and  had  some  training  throughout 
the  country  and  tried  to  rectify  this  situation  where  we  could.  We 
also  came  up  with  a  better  interpretation  of  what  preautomation 
staffing  for  our  routes  was.  I  think  the  situation  now  is  pretty 
much  under  control  and  we  have  an  agreement  between  ourselves 
and  our  letter  carriers  on  how  we're  handling  it.  You're  correct  that 
it  was  just  something  that  was  done  overzealously. 

Mr.  Ridge.  And  I  think  that  the  men  and  women  who — letter 
carriers  in  my  congressional  area  are  willing  to  work  with  you, 
wanted  to  work,  wanted  to  succeed  and  I  haven't  any  reason  to  be- 
lieve that  once  you  get  the  automation  and  once  the  process — once 
the  bumps  in  the  road  are  smoothed  out,  that  the  2  and  6  can  be 
very  appropriate.  I  know — I  recommend  it  to  my  colleagues.  It's 
been  a  couple  of  years  since  I  spent  some  time — I  spent  a  day  with 
a  friend  of  mine  and  when  you  stand  and  sort  for  a  minimum  of 
two  hours  and  then  you  go  out  on  the  street  for  six  hours,  that's 
a  tough  day.  You  start  doing  it  five  days  a  week  for  years  and 
years  at  a  time,  anything  we  can  do  to  make  sure  that  these  men 
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and  women  in  pretty  labor  intensive  jobs  get  the  advantage  and 
the  benefit  of  technology  to  help  them,  but  also  improve  delivery 
of  service  is  something  that  I'd  certainly  encourage  the  post  office 
to  do  and  you're  doing  it. 

I  would  like  to  just  get  back  and  check  to  see  whether  or  not  the 
agreement  that  you've  reached  with  the  letter  carriers  has  had  the 
same  kind  of  impact  in  Pennsylvania  particularly  because  it  was 
my  recollection  that  they  were  still  lagging  behind  and  that  some 
routes  and  some  letter  carriers  were  still  under  a  lot  of  pressure 
and  putting  in  a  lot  of  overtime  during  the  course  of  the  week.  So, 
I'd  like  to  look  at  that  and  maybe  get  back  to  you  privately  to  see 
if  there  remains  any  problems  in  that  regard. 

Mr.  Caraveo.  We'll  be  glad  to  get  back  with  you  on  that.  We  only 
came  to  a  finalization  on  the  agreement  about  last  August. 

Mr.  Ridge.  Right. 

Mr.  Caraveo.  So,  it  takes  awhile  to  get  it  all  implemented.  Cer- 
tainly, we  all  are  very  proud  of  what  the  postal  employees  have 
done  throughout  the  reorganization  and  also  many  other  times  in 
the  past.  We  recognize  that  whenever  postal  employees  are  called 
upon  because  of  an  emergency  or  any  other  catastrophe  that  may 
occur,  the  postal  employees  are  usually  among  the  first  in  the  com- 
munity to  get  up  and  restore  order,  whether  it  be  an  earthquake, 
fire,  whatever  it  happens  to  be,  and  we're  very  proud  of  our  em- 
ployees. As  a  matter  of  fact,  we  recognize  that  we  couldn't  have 
gotten  the  Christmas  cooperation  without  them  doing  more  than 
what  could  be  normally  expected  of — what  other  people  might  char- 
acterize— as  just  civil  service  employees. 

Mr.  Ridge.  And  I  appreciate  that. 

Mr.  Chairman,  one  more  very  brief  question.  My  good  friend  and 
colleague  from  Ohio,  Tom  Sawyer,  is  not  present  today,  but  as  you 
know  we  co-chaired  the  subcommittee  dealing  with  the  census,  de- 
cennial census  for  1990.  I've  got  some  strong  feelings  about  the  role 
that  the  post  office  could  play  and  the  letter  carriers  could  play  and 
the  entire  system  could  play  in  improving  the  efficiency  of  delivery 
of  the  census  material  and  the  follow-up.  Has  anybody  from  the 
Census  Bureau,  in  preparation,  and  they've  started  already  today 
talking  about  the  next  census  in  the  year  2000,  been  in  contact  be- 
tween you,  Mr.  Runyon,  or  with  the  post  office  in  looking  for  ways 
to  take  advantage  of  a  situation  where  you've  got  the  letter  carriers 
out  there  identified  in  their  communities,  known  by  the  home- 
owners, known  by  the  apartment  dwellers,  maybe  taking  a  more 
visible  role  in  not  only  the  delivery  but  also  the  acquisition  of  the 
completed  forms. 

Anybody  talking  to  you  about  that  yet? 

Mr.  Coughlin.  Congressman  Ridge,  there  is  a  regular  ongoing 
contact  between  the  Census  Bureau  and  the  Postal  Service  at  the 
headquarters  level  on  that  subject  and  there  has  been  for  the  last 
almost  20  years.  But  at  each  ten  year  period,  we  learn  some  new 
things  and  hopefully  improve  on  them. 

Mr.  Ridge.  I'm  trying  to  kick  up  the  interest  a  little  bit  because 
you've  made  very  incremental  changes  in  these  ten  years  in  the  re- 
lationship of  the  post  office  vis-a-vis  the  Census.  It's  a  $3  billion 
operation.  We  ran  into  problems  subsequent  to  Census  about  ad- 
justment, non-adjustment,  communities,  sizeable  communities  and 
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urban  areas  that  seemed  to  have  been  overlooked  and  it  just 
seemed  to  me  that  if  we  want  the  maximum  use  of  our  tax  dollars 
and  have  the  best  and  most  efficient  delivery  and  acquisition  sys- 
tem, an  un-uniformed  Census  worker  knocks  on  the  door  and  says, 
"I'm  from  the  government  and  I'm  here  to  help  you,"  people  get 
nervous.  But  everybody  knows  their  letter  carrier  and  it  just  seems 
to  me  that  we  ought  to  be  thinking  about  using  the  goodwill  and 
the  good  people  of  the  Postal  Service  to  help  us  in  that  $3  billion 
enterprise. 

Mr.  Coughlin.  I'll  try  very  hard  to  make  sure  that  they  under- 
stand what  our  capabilities  are  and  they  have 

Mr.  Clay.  The  time  of  the  gentleman  has  expired. 

For  the  record,  let  me  say  that  Mr.  Sawyer  was  here.  He  had  to 
go  to  another  committee  hearing  for  a  mark-up. 

Mr.  Hastings. 

Mr.  Hastings.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Runyon,  I'd  like  very  much  if  you  and  your  staff  would  assist 
me — I  recognize  time  is  of  the  essence — in  supplying  to  me,  if  at 
all  possible,  the  numbers  in  the  Postal  Service  restructuring.  I'm 
particularly  interested,  as  I  said  to  you,  about  African-American 
and  women  and  how  they  were  impacted  disproportionately,  if  that 
is  true. 

Now,  I'd  like  to  know  if  you  would  supply  the  actual  numbers  of 
employees  that  were  minorities  in  1991,  the  actual  number  now 
after  the  restructuring  and,  if  possible,  I'd  like  to  see  a  breakdown 
of  the  various  departments  in  the  Postal  Service  in  a  divided  report 
of  minority  employment  percentages.  You  can  supply  that  to  me  or 
have  staff  supply  it  at  any  point  in  time. 

In  your  prepared  remarks  you  made  the  following  statement:  "To 
begin  with,  we  offered  retirement  and  early  out  incentives  to  re- 
ward the  contributions  of  our  senior  employees  and  create  openings 
for  employees  whose  positions  were  abolished." 

Another  set  of  numbers  I  would  be  interested  in  is  once  the  vol- 
untary outs  took  place,  however  many  they  were,  how  many  of 
those  positions  were  replaced  with  African-American  and  women 
employees.  I  would  be  specifically  interested  in  that  information. 

[The  information  referred  to  follows:] 

The  Postal  Service  went  through  a  total  restructuring  of  its  organization.  To  ac- 
complish that  end,  we  reduced  the  number  of  support  positions,  that  is,  those  em- 
ployees who  are  not  involved  in  handling  the  mail,  but  supervise,  manage  or  provide 
services  to  those  who  do.  All  employees  affected  by  the  restructuring  were  consid- 
ered as  unassigned  and  had  to  be  placed  in  newly  created  positions.  It  would,  there- 
fore, be  impossible  for  us  to  determine  which  similar  positions  under  the  former 
structure  matched  positions  under  the  new  structure,  job  for  job,  as  occupation  codes 
changed  with  the  restructuring. 

Mr.  Hastings.  My  final  is  not  a  question,  it's  just  a  statement. 
Again,  I'm  acting  in  the  interest  of  time,  I  hope.  Your  statements 
and  your  official  statement  says  that  postal  employees  reflected,  at 
least  some  of  them,  that  they  did  not  like  their  bosses.  You  also, 
on  page  4  of  your  testimony,  indicate  your  concern  about  bias  and 
cronyism.  It  would  be  my  belief — and  I'm  just  appealing  to  you  just 
on  the  basis  of  nothing  but  my  logic.  If  people  don't  like  their  boss, 
if  there  is  a  suspicion  that  may  come  to  reality  sometimes  of  bias 
and  cronyism,  and  then  those  people  are  the  ones  who  are  going 
to  people  to  tell  them  about  the  great  rewards  of  early  out,  the  fact 
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of  the  matter  is  you  may  have  an  environment  that  forces  people 
out. 

To  undergird  that,  it  isn't  just  a  long  time  ago  that  I  practiced 
law.  During  a  three  year  period,  more  than  60  of  my  limited  num- 
ber of  clients  were  Postal  Service  employees  in  South  Florida  that 
alleged  bias.  In  each  instance,  they  were  not  meritorious  and  I'm 
first  to  admit  that.  But  the  mere  fact  that  they  came  to  me  with 
those  kinds  of  problems  suggested  to  me  that  there  was  a  problem. 

What  I'd  do,  I'm  talking  about  me  in  my  little  corporation  that 
I  run  now  here  in  Congress  is  if  I  see  bias  and  cronyism,  if  I  sus- 
pect that  my  employees  don't  like  the  person  that  is  their  superior, 
somebody  gets  fired.  Now,  it's  just  that  simple. 

So,  in  that  regard,  I  would  hope  that  it's  taken  in  the  spirit  that 
it's  offered.  You  need  to  get  rid  of  some  people  that  ain't  doing  peo- 
ple right.  It's  just  that  simple. 

Postmaster  General  Runyon.  Let  me  add  to  what  you  have  said. 
We  recognize  that  we  need  to  change  the  culture  of  the  Postal 
Service.  That's  the  basic  problem. 

Mr.  Hastings.  Yes,  sir. 

Postmaster  General  Runyon.  And  to  do  that,  with  our  senior 
managers  we're  going  to  start  measuring  them  on  three  things  and 
three  things  only.  One  is  generation  of  revenue  rather  than  cost, 
what  revenue  they  can  generate.  Another  is  customer  satisfaction 
and  the  third  is  their  commitment  to  employees.  We'll  judge  that 
commitment  by  employees'  input.  We  can  do  that  with  our  top 
management  and  we're  consulting  with  our  management  associa- 
tions to  take  this  on  down  through  the  system.  We  think  that  is 
one  way  to  help  us  resolve  this  problem.  We  need  to  get  feedback 
and  we  need  to  get  it  in  a  way  that  is  irrefutable  and  can  be  used. 
Then  we  can  do  the  kind  of  things  that  you're  talking  about. 

Mr.  Hastings.  Thank  you. 

Mr.  Clay.  Thank  you. 

Mrs.  Morella. 

Mrs.  Morella.  Thank  you. 

I  want  to  welcome  you,  Mr.  Postmaster  General,  and  welcome 
Mr.  Coughlin,  Mr.  Caraveo  and  Constituent  Elcano  who  are  here. 

I've  been  through  your  testimony,  listened  to  you,  heard  the 
questions  of  my  colleagues  here  and  want  to  just  bring  out  a  few 
points.  I  also  want  to  follow  up,  if  I  may,  with  a  series  of  questions 
I'd  like  to  submit  to  have  responses  in  writing  from  you.  Great. 

You  mentioned  revenue  forgone  and  I  am  somewhat  familiar 
with  your  proposal  for  revenue  forgone  which  is  supported  by  the 
Mailers  Council.  The  phasing  in  of  the  shared  pain  concept,  I 
think,  needs  to  be  well  studied,  as  you  would  probably  agree,  so 
that  the  implementation  of  such  a  recommendation  will  eliminate 
once  and  for  all  the  yearly  kind  of  situation,  the  right  of  revenue 
forgone  fiasco.  I'm  sure  that  all  of  the  members  of  Congress  receive 
hundreds  of  letters  each  year  from  organizations  requesting  that 
revenue  forgone  be  retained. 

So,  following  that,  I  also  have  before  me  the  customer  perform- 
ance and  satisfaction  chart.  I'm  certainly  pleased  to  see  that  my 
area  of  suburban  Maryland  has  from  the  beginning,  when  you 
started  it  was  one  of  the  lowest  in  the  nation,  has  certainly  in- 
creased. But  why  do  you  not  have  an  overnight  first  class  service 
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performance  rating  in  some  areas  such  as  suburban  Maryland?  You 
have  customer  satisfaction  but  you  evidently  didn't  rate  the  over- 
night. I  try  to  juxtapose  your  ratings  with  my  mail.  Sometimes  it's 
lopsided.  But  why  do  you  not  have  the  overnight? 

Postmaster  General  Runyon.  The  ratings  are  opinions  that  are 
taken  by  a  private  outfit 

Mrs.  Morella.  Right.  I'm  aware  of  that. 

Postmaster  General  Runyon  [continuing! .  To  ask  people  what 
they  think  about  their  mail. 

Mrs.  Morella.  But  there  are  two  categories,  the  overnight  and 
customer  satisfaction. 

Postmaster  General  RUNYON.  Right.  We  need  to  improve  the 
overnight  delivery.  We  absolutely  need  to  improve  the  overnight 
service  in  Baltimore.  We  have  a  problem  in  this  immediate  area 
with  moving  mail.  Now,  I  heard  Long  Island  was  a  problem.  We 
think  we  have  a  very  real  problem  in  Washington,  D.C.  and  North- 
ern Virginia  and  Southern  Maryland  and  we're  working  on  that. 

We've  had  meetings  with  our  management  associations  and  with 
our  union  organizations  to  work  out  a  plan  for  what  we  can  do  to 
improve  just  what  you're  talking  about  in  this  area.  We  know  we 
need  to  do  that  and  we're  working  to  do  it. 

Mrs.  Morella.  A  further  question  is  that  you  haven't  even  men- 
tioned your  overnight  in  some  areas.  You  used  to.  I  don't  know  why 
all  of  a  sudden  it's  not. 

Postmaster  General  Runyon.  Do  you  know  the  reason? 

Mr.  Coughlin.  Mrs.  Morella,  when  we  initiated  the  external  first 
class  measurement  system  about  2  years  ago,  we  did  not  include 
all  processing  areas  in  the  country  in  that  measurement  system. 
We  tried  to  do  it  based  on  the  largest  volume  area  down  to  a  point 
where  we  had  about  60  percent  of  the  total  first  class  mail  volume 
represented.  Unfortunately  that  did  not  include  what  is  now  known 
as  the  suburban  Maryland  facility.  We  are  looking  at  expanding 
that  measurement  system  to  other  areas  in  the  country.  But  right 
now  it  only  includes  about  60  percent  of  the  total  first  class  mail 
covered. 

Mrs.  Morella.  Are  you  saying  that  you  are  going  to  begin  to 
look  at  that? 

Mr.  Coughlin.  Yes.  There's  active  consideration  of  expanding 
the  areas  to  be  considered.  I  just  don't  know  where — in  terms  of 
the  total  volume  where  suburban  Maryland  falls. 

Mrs.  Morella.  Yes.  I  guess  what  I'm  saying  is  you  used  to  meas- 
ure the  overnight  as  well  as  customer  satisfaction. 

Mr.  Coughlin.  We  still  do  measure  it  on  an  internal  basis. 

[The  information  referred  to  follows:] 

The  External  First-Class  Service  Performance  Measurement  System  (EXFC) 
measures  the  destinating  service  performance  results  for  ZIP  Codes  representing  ap- 
proximately 60  percent  of  the  nation's  destinating  First-Class  volume,  including 
about  300  3-digit  ZIP  Code  areas.  At  its  inception,  these  ZIP  Codes  were  grouped 
into  cities  representing  the  73  divisions  (including  Southern  Maryland)  under  the 
former  management  structure,  and  13  processing  centers.  This  grouping  comprised 
the  original  86  cities.  Since  our  restructuring  into  districts,  we  have  added  10  new 
cities  to  bring  the  total  to  96. 

The  Southern  Maryland  EXFC  consists  of  two  3-digit  ZIP  Codes  from  the  South- 
ern Maryland  area  and  one  high  volume  3-digit  ZIP  Code  from  Suburban  Maryland. 
The  sampling  structure  of  EXFC  would  require  changes,  at  additional  cost,  to  meas- 
ure service  performance  results  for  Southern  and  Suburban  Maryland  separately 
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and  in  a  statistically  reliable  way.  Consequently,  there  are  no  plans  to  separately 
report  the  results. 

Mrs.  MORELLA.  I  just  don't  see  it  reflected  in  the  chart  here. 
Okay.  Well,  you  can  get  back  to  me  on  any  new  procedures  that 
you  have. 

I  wanted  to  pick  up  on  what  my  colleagues  have  also  talked 
about,  something  that  distresses  me,  having  heard  from  many  con- 
stituents and  people  involved  with  the  postal  system.  Is  it  true  that 
less  than  four  percent  of  the  USPS  managers  are  African-Ameri- 
cans? 

Postmaster  General  Runyon.  I  don't  know  the  answer. 

Mrs.  MORELLA.  Less  than  four  percent? 

Postmaster  General  Runyon.  I  don't  know  the  answer  to  that. 

Mrs.  MORELLA.  Do  you  have  any  percentages? 

Postmaster  General  Runyon.  I  really  don't  know  the  answer  to 
that.  I'll  get  back  to  you. 

Mrs.  Morella.  I  would  really  be  very  interested  in  that  and  I 
would  also  be  interested  in  women  too. 

Postmaster  General  Runyon.  I  know  that  out  of  our  20  area 
managers  we  have  seven  who  are  African-Americans.  That's  where 
the  top  management  of  the  Postal  Service  will  be  coming  from.  As 
a  matter  of  fact,  we  have  only  seven  white  males.  We  have  six 
black  males,  one  black  female,  two  white  females,  two  Asian  males, 
one  Hispanic  female  and  one  Hispanic  male.  That's  where  the  lead- 
ership of  the  Postal  Service  will  be  coming  from  because  these  are 
our  area  managers. 

Mrs.  Morella.  What  I  would  like  to  see  is  the  total  figures  in 
terms  of  all  the  managers.  I  say  that  because  I'm  hearing  from  a 
lot  of  different  forces  and  we  need  to  verify.  Also,  I  have  heard  that 
in  the  restructuring  of  management  it  has  particularly  hit  African- 
Americans  very  hard,  as  I  mentioned. 

Apparently,  and  this  is  another  figure  I'd  like  you  to  verify  for 
me,  there's  been  an  overall  60  percent  reduction  among  African- 
Americans.  Where  there  was  a  3  percent  representation  of  African- 
Americans  within  the  government  relations  or  a  comparable  divi- 
sion there's  now  zero  percent.  Where  there  was  a  25  percent  rep- 
resentation in  the  Facilities  Division,  there  is  now  a  three  percent 
representation.  So,  if  you  would  be  kind  enough  to — I  would  not 
only  like  the  figures,  but  an  explanation  of  why  it  seems  to  be  dis- 
proportionately geared  toward  certain  groups. 

Postmaster  General  Runyon.  We'll  be  glad  to  supply  that  for 
you. 

Mrs.  Morella.  Great.  Good.  I  have  another 

Mr.  Clay.  Will  the  gentlelady  yield? 

Mrs.  Morella.  Yes. 

Mr.  Clay.  Do  you  have  any  idea  when  you  can  submit  that  infor- 
mation for  the  Committee? 

Postmaster  General  Runyon.  I  would  think  it  would  take  some 
time  to  get  all  the  breakouts  we're  talking  about.  It  probably  would 
take  two  weeks. 

Mr.  Clay.  Two  weeks  would  be  sufficient  for  us.  Right. 

[The  information  referred  to  follows:] 
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Mrs.  Morella.  Great.  Thank  you. 

Thank  you,  Mr.  Chairman. 

I  also  wanted  to  ask  you,  there's  some  information  been  given  to 
me  that  says  that  the  District  of  Columbia,  Baltimore,  Northern 
Virginia  postal  area  will  well  become  a  showcase  in  management 
and  productivity.  Would  you  like  to  comment  on  that?  Is  this,  in 
fact,  something  that  is  in  the  offing  and  how  would  it  be  done? 

Postmaster  General  Runyon.  That's  what  I  was  speaking  about 
a  moment  ago  when  I  said  in  those  three  areas  we're  working  with 
our  unions,  the  management  associations  and  with  our  employees 
to  determine  what  is  necessary  to  cause  that  to  happen. 

Mrs.  Morella.  Could  you  also  put  something  in  writing  to  elabo- 
rate a  bit  more  on  what  the  plans  are  for  that? 

Postmaster  General  Runyon.  I  can  provide  the  plans  we  have  at 
this  time. 

Mrs.  Morella.  That  you  have  at  this  point,  right. 

Then,  finally,  how  do  you  view  the  future  on  presort  discounts? 

Postmaster  General  RUNYON.  Are  you  talking  about  the  11  digit? 

Mrs.  Morella.  Yes,  and  other  presorts. 

Mr.  COUGHLIN.  That  question  has  come  up  a  lot  recently.  Presort 
mail  still  has  a  good  deal  of  value  within  the  postal  system.  We 
simply  don't  have  the  capacity  in  the  system  to  handle  all  that  mail 
unpresorted.  But  with  the  evolution  of  automation,  with  more  and 
more  mail  going  to  the  11  digit  bar  code  and  with  the  deployment 
of  the  equipment,  its  value  in  the  system  is  going  to  decline  and 
therefore  I  suspect  strongly  that  the  amount  of  the  discount  associ- 
ated with  that  will  decline.  I  can't  give  you  a  time  frame  over  that 
and  certainly  it  wouldn't  decline  any  earlier  than  the  next  rate 
case,  which  Mr.  Runyon  has  already  told  you  is  at  least  18  months 
away  and  probably  further. 

Mrs.  Morella.  Thank  you.  I  look  forward  to  hearing  from  you 
and  thank  you,  Mr.  Chairman. 

Mr.  Clay.  Mr.  Wynn. 

Mr.  Wynn.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Runyon,  I'd  like  to  get  back  briefly  to  this  question  of  the 
headquarters  here  in  Washington.  You  indicated  that  the  African- 
American  population  has  dropped  to  20  percent  in  that  office.  The 
information  I  received  indicated  it  was  18  percent,  from  25  percent 
down  to  18  percent.  Could  you  clarify  that? 

Postmaster  General  Runyon.  I'm  afraid  I'll  have  a  problem  clari- 
fying it  at  this  point.  I've  got  to  set  down  with  the  calculator  and 
do  this  again.  The  numbers  we  had  in  July  were  2195  employees 
of  which  71.1  percent  were  white,  24.3  percent  were  African-Amer- 
ican and  29  percent  were  all  minorities,  including  African-Amer- 
ican. The  numbers  that  we  have  today  are  75.4  percent  white,  19.6 
percent  African-American  and  24.4  percent  all  minorities.  So,  I'm 
saying  that's  about  a  five  percent  difference  in  the  percentage  of 
African-Americans.  The  Chairman  is  saying  it's  20  and  I'll  accept 
that  until  I  go  back  and  figure  my  numbers  out. 

Mr.  Clay.  You  don't  have  to  accept  it,  it's  a  fact  of  life. 

Postmaster  General  Runyon.  Right. 

Mr.  Clay.  One-fifth  is  20  percent.  A  reduction  from  25  to  20  is 
one-fifth. 
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Postmaster  General  RUNYON.  Percentage-wise,  correct.  But  the 
African-Americans  at  Headquarters  still  represent  almost  20  per- 
cent of  the  people  who  are  there. 

Mr.  CLAY.  You  know,  I  didn't  study  new  math,  so  maybe  you're 
right. 

Mr.  Wynn.  At  any  rate,  Mr.  Runyon,  I  don't  want  to  nit  pick  over 
the  figure,  but  I'd  like  you  to  check  that  and  confirm  whether  it's 
actually  a  decrease 

Postmaster  General  Runyon.  We'll  give  you  the  actual  numbers 
and  then  percentages  can  be  drawn  from  that. 

Mr.  Wynn.  Okay.  You  also  talked  about  the  fact  that  most  of 
your  separations  or — not  layoffs,  were  actually  voluntary  decisions. 
It  appears  that  57  percent  of  these  voluntary  decisions  affected 
black  people.  Is  it  your  view  that — are  you  willing  to  say  that 
there's  nothing  wrong  with  that,  that  that  disparity  doesn't  strike 
you  as  beyond  the  norm? 

Postmaster  General  Runyon.  Well,  first  we  have  to  verify  the 
numbers.  The  numbers  you're  talking  about  came  from  a  prelimi- 
nary report  and  the  number  went  from  the  total  number  that  were 
there  to  the  reduced  number.  It  doesn't  attempt  to  say  how  many 
are  left.  So,  I  think  we've  got  to  get  all  the  numbers  together  and 
provide  you  with  a  report  that  presents  the  total  picture. 

Mr.  Wynn.  That  would  be  helpful.  Let  me  just  restate  my  under- 
standing. There  was  a  40  percent  reduction  in  force.  Your  position 
is  that  that  was  all  voluntary  and  my  information  is  that  57  per- 
cent of  the  40  percent  were  African-Americans  and  that  strikes  me 
as  odd. 

Postmaster  General  RUNYON.  Well,  there  was  no  reduction  in 
force.  Some  people  volunteered  to  retire.  Some  went  to  other  loca- 
tions on  promotions  and  some  found  other  jobs.  We  don't  have  the 
exact  numbers  as  to  what  happened  to  everyone.  The  fact  is  the 
total  number  in  the  Postal  Service  percentage-wise  is  about  the 
same  as  it  was  before  we  ever  started.  There  were  no  layoffs  in  this 
situation. 

Mr.  Wynn.  Okay.  Well,  I'd  like  you  to  provide  me  with  that  data 
because  it  does  seem  like  a  major  disparity  in  the  number  of  black 
people  that  were  affected  by  the  relocation,  shall  we  say. 

Postmaster  General  Runyon.  Okay. 

Mr.  Wynn.  Second,  of  your  top  25  positions,  vice  presidents  and 
deputy  postmaster  generals,  how  many  blacks  do  you  have? 

Postmaster  General  Runyon.  One. 

Mr.  Wynn.  And  to  follow  the  tack  of  my  colleague  from  Georgia, 
what  do  you  plan  on  doing  about  it? 

Postmaster  General  Runyon.  We're  looking  for  people  who  are 
capable  of  handling  those  jobs.  As  I  said  before,  our  20— — 

Mr.  Wynn.  Do  you  have  existing  vacancies? 

Postmaster  General  Runyon.  Our  top  area  managers  are  people 
who  we  are  preparing  to  move  into  those  jobs.  Of  those,  11  who  are 
minorities  or  female,  we  think  they  will  eventually  move  into  our 
senior  level  jobs.  So,  we're  looking  to  make  that  happen. 

Mr.  Wynn.  So  you  say  you  have  11  people  in  line,  11  minority 
persons? 

Postmaster  General  Runyon.  Yes.  In  our  areas,  we  have  seven 
white  males,  six  black  males,  one  black  female,  two  white  females, 
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two  Asian  males,  one  Hispanic  female  and  one  Hispanic  male.  So, 
we  only  have  seven  white  males  in  those  20  positions. 

Mr.  Wynn.  So,  am  I  to  understand  your  correctly  that  these  are 
the  people  that  would  be  moved  up  to  the  next  level,  to  the  top  25 
positions? 

Postmaster  General  Runyon.  They  are  the  next  people 

Mr.  Wynn.  You'll  be  drawing  from  that  pool,  in  other  words? 

Postmaster  General  RUNYON.  They're  the  next  people  in  our  line 
for  moving  up  in  that  area. 

Mr.  Wynn.  Okay.  All  right.  Okay. 

Now,  also  a  question  that  was  raised  by  my  colleague  having  to 
do  with  your  comments  on  page  4  regarding  cronyism.  You  indi- 
cated that  you'd  heard  this  employee  meetings,  conferences  and  you 
indicated  obviously  you  were  going  to  make  good  faith  effort  to  ad- 
dress it.  What  structural  efforts  are  you  making?  What  are  you 
putting  in  place  to  identify  and  resolve  this  cronyism?  Are  there 
any  ongoing!  investigations  or  anything  like  that  to  address  the  con- 
cern about  cronyism? 

Postmaster  General  RUNYON.  One  of  the  things  that  we  did  was 
to  put  a  diversity  development  organization  in  place  that  people 
could  talk  to  and  feel  comfortable  in  doing  that.  Another  thing 
we're  doing  is  the  measurement  criteria  that  I  outlined  before. 
We're  measuring  our  managers  on  three  areas.  One  is  commitment 
to  employees  and  we'll  get  a  report  back  on  that. 

Mr.  Wynn.  Are  you  actively  investigating  charges  of  cronyism? 
Have  you  called  for  an  investigation?  Are  you  doing  an  internal 
audit  or  any  specific  actions  on  the  cronyism? 

Postmaster  General  Runyon.  No,  we  do  not  have  a  system-wide 
investigation  on  that.  When  we  have  complaints,  we  do  check  them 
out  and  do  something  about  them  if  they  exist. 

Mr.  Wynn.  All  right.  Fine.  I'd  like  to  get  some  information  from 
you  and  I'll  submit  a  question  on  how  you  plan  on  dealing  with  this 
problem  of  cronyism  and  why  there  aren't  investigations  going  on 
based  on  the  information  you  received. 

One  final  area.  You  did  not  comment  on  it,  but  hopefully  you 
could  respond.  That  has  to  do  with  the  health  benefits.  Are  you 
contemplating  a  change  in  the  health  benefit  package  or  provider? 

Postmaster  General  Runyon.  I'm  not  familiar  with  any  changes 
that  might  be  contemplated.  I'll  report  back  to  you  if  we  are. 

Mr.  Wynn.  That  would  be  fine.  That  would  be  fine.  All  right. 
Thank  you,  Mr.  Runyon. 

Mr.  Clay.  Miss  Collins. 

Miss  Collins.  Thank  you  very  much,  Mr.  Chairman.  I'm  going 
to  deal  with  just  two  areas. 

Number  one,  I'm  sorry  my  colleague  Mr.  Young  had  to  leave  be- 
cause he  pointed  out  the  fact  that  motor  voter  will  cost  some  money 
and  I  think  you  said  $10  million.  Does  that  mean  that  you  don't 
support  that  legislation  or  what  does  that  mean?  You  said  you  had 
a  $97  million  shortfall  and  motor  voter  will 

Postmaster  General  RUNYON.  Motor  voter  and  the  campaign  fi- 
nancing together  cost  $10  million  to  the  Postal  Service.  The  bill,  I 
think,  says  that  it's  going  to  go  into  revenue  forgone.  I  have  no  po- 
sition on  the  bill.  I  do  have  a  problem  with  any  money  being  added 
into  revenue  forgone  because  we  don't  ever  get  paid. 
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Miss  Collins.  Okay.  Thank  you. 

You  know,  Mr.  Chairman,  when  I  was  listening  to  my  colleague 
speak  about  the  dearth  of  population  in  Alaska  and  the  fact  that 
they  can't  get  commercial  service  there  and  so  therefore  they're  de- 
pendent on  the  post  office  and  it  brought  to  mind  the  fact  that  the 
rest  of  the  country  is  really  subsidizing  Alaska  and  other  commu- 
nities of  that  type,  which  is  right  and  good  because  that's  what  the 
word  "service"  means,  helping  perhaps  those  communities  that 
could  not  profitably  help  themselves  in  the  delivery  of  mail  and 
others.  He  also  mentioned  that  the  big  cities  have  the  resources 
such  as  fax  machines.  Well,  the  district  that  I  represent  in  Detroit, 
only  the  businesses  have  fax  machines.  The  people  don't  have  them 
and  we're  all  very  dependent  upon  the  U.S.  mail  service. 

For  that  reason,  I  hope  not  to  have  motor  voter  legislation  dis- 
paraged. Anything  that  will  encourage  everyone  to  participate  in 
the  political  process  of  America  is  good  and  $10  million  is  a  cheap 
price  to  pay  for  that  participation. 

I  worked  in  the  post  office  almost  30  years  ago  and  at  that  time 
in  my  community  it  was  seen  as  a  plantation  system.  I  don't  think 
I  have  to  describe  it,  but  I  will  if  you  want  me  to. 

Postmaster  General  Runyon.  I  understand  the  term. 

Miss  Collins.  You  understand  what  I  mean?  And  it  seems  as 
though  it  hasn't  moved  very  far  in  these  last  30  years.  What  I 
would  like  as  a  member  of  this  Committee,  Mr.  Runyon,  is  to  have 
something  in  writing  from  you  on  a  plan  to  eliminate  that  planta- 
tion mentality  and,  in  fact,  that  plantation  system  in  the  post  of- 
fice. It  exists.  It  exists  today  and  I  would  like  from  you  not  just 
your  best  wishes  in  correcting  it,  I'd  like  something  definite  put 
down  on  paper,  a  plan  to  correct  it,  if  I'm  not  out  of  order,  Mr. 
Chairman. 

Let's  see.  What  was  my  third  point?  I  should  have  written  my 
notes  down. 

Mrs.  MORELLA.  Will  the  gentlelady  yield? 

Miss  Collins.  Yes. 

Mrs.  Morella.  Is  there  such  a  thing  as  an  affirmative  action 
plan  in  the  United  States  Postal  System? 

Postmaster  General  Runyon.  No,  there  is  not  an  affirmative 

Mrs.  Morella.  I  thought  it  was  kind  of  mandated.  It  seemed  to 
me  that  we  had  to  have  before 

Postmaster  General  Runyon.  I'll  yield  to  my  general  counsel. 

Ms.  Elcano.  Yes,  we  filed  an  affirmative  action  plan — the  reor- 
ganization has  probably  stopped  some  of  that  activity  now  in  terms 
of  where  we  are  in  filing  and  all  that,  but  the  goal  is  that  every 
post  office  and  management  sectional  center,  which  is  now  the  dis- 
tricts, would  put  together  goals  and  objectives  in  affirmative  action, 
and  identify  barriers  that  would  be  in  the  way  of  women  and  mi- 
norities being  promoted.  This  would  then  roll  up  to  the  former  mid- 
dle levels  which  would  now  be  the  areas  and  Ihen  headquarters. 
We  comply  with  the  EEOC  in  filing  with  them  every  year.  Affirma- 
tive action  has  consistently  been  part  of  the  process,  and  evaluation 
area. 

I  think  what  the  diversity  concept  will  strengthen  and  enhance 
the  affirmative  action  and  equal  employment  opportunity  focus.  So, 
as  the  Postal  Service  moves  forward  from  our  restructuring  to  hav- 
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ing  an  affirmative  action  process  with  diversity  as  a  new  philoso- 
phy, it  will  be  going  through  a  transition. 

Mrs.  Morella.  And  I  think  that  also  ties  in  with  what  Congress- 
woman  Collins  is  asking  for,  if  we  could  have  access  to  an  executive 
summary  of  it.  Thank  you. 

Miss  Collins.  Absolutely.  And  I  might  suggest  that  it  might  be 
better  to  have  it  come  from  the  top  down  rather  than  from  the  bot- 
tom up.  It  might  be  encouraging  and  it  might  set  the  pace  and  set 
the  tone  for  such  affirmative  action  in  the  Postal  Service. 

My  final  point,  Mr.  Runyon,  was  how  are  you  coming  along  on 
employee/management  relationships?  I'm  referring  to  the  Royal 
Oak  tragedy  and  the  fact  that  the  post  office  has  problems  through- 
out the  country  with  a  certain  management  style  that  treat  the  em- 
ployees a  little  bit  less  than  as  adults.  And,  of  course,  we've  seen 
the  horrible  ramifications.  The  morale  in  the  post  office  is  very  low 
throughout  the  country  and  that  is  something  you  can't  sweep 
under  the  rug.  Unfortunately,  the  Royal  Oak  incident,  while  it  was 
great  in  magnitude,  is  played  out  throughout  this  country  in  small- 
er areas. 

I've  addressed  several  union  seminars  and  the  horror  stories  I've 
heard  were  just  mind  boggling.  Can  you  address  that? 

Postmaster  General  Runyon.  The  point  you're  bringing  up  now 
I  think  is  sort  of  similar  to  the  one  that  you  mentioned  earlier 
about  the  culture  of  our  organization.  Our  culture  is  not  good  in 
the  Postal  Service. 

Miss  Collins.  Wait  a  minute,  Mr.  Runyon.  The  plantation  men- 
tality was  referring  to  the  way  blacks  were  treated  in  the  post  of- 
fice. But  the  poor  treatment  or  management/employee  relationship 
doesn't  have  a  race  because  in  Royal  Oak  it  was  a  white  man  that 
went  off  and  did  the  shootings  and  the  killings.  So,  they're  not  the 
same  thing.  Although  they're  both,  to  me,  horrible,  they're  not  the 
same  thing. 

Postmaster  General  Runyon.  I  agree  that  they  both  need  to  be 
fixed.  The  problem  is  with  our  culture  in  the  Postal  Service.  It's 
been  building  for  200  years.  We  need  to  reverse  it.  That's  why  we 
are  doing  what  we're  doing  with  the  surveys.  A  survey  was  made 
over  a  year  ago  now.  The  results  came  in.  We  made  them  known 
to  the  employees.  They  never  expected  to  see  the  results  of  those 
surveys,  but  they  did.  We're  going  to  take  another  survey  in  a  few 
months  and  we'll  make  the  results  of  those  known  and  we'll  know 
if  we  did  any  better  or  if  we  did  worse.  We're  acting  to  try  to  fix 
those  things.  We  are  going  to  be  grading  our  managers  on  the  basis 
of  what  their  employees  say  about  them.  So,  we  need  to  get  out  of 
the  autocratic  management  style  that  we  have  and  empower  em- 
ployees to  be  more  responsible  for  their  work.  We're  trying  to  do 
that. 

Mr.  Clay.  The  time  of  the  gentlelady  has  expired. 

Mr.  Sawyer. 

Mr.  Sawyer.  Thank  you,  Mr.  Chairman.  Thank  you  and  the 
Postmaster  General  for  these  hearings  today. 

[The  prepared  statement  of  Hon.  Thomas  C.  Sawyer  follows:] 
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Prepared  Statement  of  Hon.  Thomas  C.  Sawyer,  Representative  in  Congress 

From  the  State  of  Ohio 

Thank  you,  Mr.  Chairman.  Postmaster  General  Runyon,  we  welcome  your  appear- 
ance before  us  today. 

The  Postal  Service  has  changed  considerably  since  the  days  of  its  first  Postmaster 
General,  Benjamin  Franklin.  At  that  time,  the  agency's  primary  concern  was  how 
to  process  and  deliver  the  mail  entirely  by  hand.  Today,  the  Postal  Service's  mail 
processing  operations  have  been  greatly  improved  through  automation  and  it  is  fac- 
ing threats  to  its  competitiveness  from  private  delivery  services. 

Yes,  times  have  changed.  Yet,  the  Postal  Service's  primary  goals  remain  the  same: 
to  provide  efficient  and  courteous  service  to  postal  customers  at  reasonable  rates. 

When  you  appeared  before  this  committee  last  September,  you  outlined  your  plans 
to  make  the  Postal  Service  more  businesslike  and  responsive  to  its  customers.  We 
understand  that,  to  remain  competitive,  the  Postal  Service  must  make  every  effort 
to  ensure  that  postal  customers  receive  high  quality  mail  service.  It  appears  that 
the  reorganization  has  not  affected  the  timeliness  of  that  service  so  far. 

Equally  important,  the  Postal  Service  took  several  admirable  steps  to  minimize 
adverse  effects  on  employees  during  the  reorganization.  But  there  are  issues  that 
must  still  be  addressed.  I  have  voiced  my  concerns  in  the  past  about  the  effects  of 
the  reorganization  on  the  dedicated  postal  workforce.  No  significant  and  lasting 
changes  will  occur  without  the  cooperation  and  support  of  postal  employees.  They 
represent  the  backbone  of  the  Postal  Service  and  deserve  a  working  environment 
that  fosters  productivity  while  reducing  bureaucracy.  Recognizing  the  value  and 
dedication  of  the  workforce  is  the  only  way  to  achieve  both  of  those  goals. 

Last  week,  we  heard  from  representatives  of  the  Postal  Service's  employee  organi- 
zations. While  generally  supportive  of  the  goals  set  forth  in  the  reorganization,  they 
expressed  concerns  about  its  effect  on  their  ability  to  do  their  jobs  well.  In  particu- 
lar, the  large  reduction  of  the  supervisory  workforce,  the  movement  of  untrained  in- 
dividuals into  high  level  positions,  and  the  heavy  reliance  on  overtime  may  be  con- 
tributing to  a  decline  in  morale.  The  restructuring  created  a  leaner,  more  efficient 
Service,  but  those  improvements  remain  fragile. 

The  organizations  also  voiced  concerns  about  the  culture  of  the  Postal  Service.  It 
appears  that  while  the  highest  ranking  officials  are  promoting  a  more  cooperative 
management  style,  that  approach  may  not  be  filtering  down  to  the  local  level.  I  look 
forward  to  hearing  you  address  these  and  other  issues  today. 

While  the  Postal  Service  has  come  a  long  way  since  1775,  it  is  still  fine  tuning 
its  delivery  operations  through  automation.  Recognizing  that  automated  equipment 
will  greatly  improve  Postal  Service  productivity,  I  remain  concerned  about  its  effects 
on  the  stability  of  the  postal  workforce. 

Finally,  I  want  commend  you,  Mr.  Runyon,  for  your  commitment  to  early  imple- 
mentation of  the  Family  Medical  Leave  Act  by  extending  its  provisions  to  cover  all 
postal  employees.  This  is  a  sound  employment  practice.  I  believe  that  it  will  help 
the  Postal  Service  maintain  a  productive  and  competitive  workforce. 

In  closing,  Mr.  Runyon,  we  wish  you  continued  success  as  you  work  to  address 
the  additional  challenges  facing  the  Postal  Service. 

Thank  you,  Mr.  Chairman. 

Mr.  Sawyer.  We've  been,  as  you  know,  conducting  a  series  of 
oversight  hearings.  Last  week  we  heard  from  several  of  the  em- 
ployee groups  expressing  concern  about  increases  in  the  use  of 
overtime.  Those  of  us  who  have  watched  this  difficult  transition 
can  appreciate  how  that  might  come  about.  But  the  concern  that 
arises  is  one  that  circles  around  the  question  of  whether  or  not  the 
savings  that  the  reorganization  promises  run  the  risk  of  being 
consumed  by  extensive  unlimited  use  of  overtime.  How  do  you  plan 
to  control  that  and  to  bring  it  back  into  line? 

Postmaster  General  Runyon.  At  the  present  time,  our  overtime 
is  running,  I  think,  about  two  percent  over  our  plan.  One  of  the 
main  reasons  for  that  is  because  of  the  number  of  people  who  have 
changed  positions.  We  were  in  one  post  office  recently  and  there 
was  some  talk  about  the  overtime.  After  checking  into  the  situa- 
tion, we  found  that  62  top  senior  letter  carriers  had  taken  early  re- 
tirement. They  were  replaced  by  62  who  also  were  replaced  in  their 
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jobs.  Now,  the  fact  is  the  people  who  did  the  replacing  of  those  sen- 
ior letter  carriers  were  good  letter  carriers,  but  they  were  on  new 
routes  and  they  were  having  to  learn  those  new  routes  and  they 
were  working  overtime  to  do  that.  This  resulted  in  overtime  use 
throughout  that  post  office. 

We  think  that  as  people  learn  their  jobs,  we'll  stop  the  overtime. 
We  also  still  have  4,000  jobs  unfilled.  We've  got  3,000  people  to  fill 
them  and  we're  hiring  some  people  from  outside,  but  we  won't  fin- 
ish that  hiring  until  we  get  the  other  3,000  people  committed  to  a 
job.  So,  we  know  the  overtime  is  there.  It's  not  something  that's  un- 
expected, but  it  is  over  our  plan  and  we  intend  to  get  it  back  under 
control. 

Mr.  Sawyer.  Well,  the  numbers  are  reassuring,  to  see  that 
they're  so  close. 

You  mentioned  the  use  of  hiring  temporary  personnel.  Was  it  not 
possible  to  find  career  employees  to  fill  those  positions?  Just  as  a 
side  question  with  that,  the  250  folks  who  are  left  at  the  transition 
centers  who  haven't  been  placed  in  other  positions  yet,  are  they  not 
available  for  those  kinds  of  jobs? 

Postmaster  General  Runyon.  Well,  they're  available.  If  they 
want  to  take  any  one  of  those  jobs,  they  can  do  that.  Some  of  those 
jobs  are  not  where  they  want  to  be.  So,  that's  one  of  the  problems 
we  have  there. 

We  are  now  beginning  to  hire  career  employees,  but  we  have,  I 
believe,  and  I'll  have  Joe  correct  me  on  this,  about  depleted  our  ca- 
reer list  that  we  hire  from  and  those  need  to  be  built  back  up.  But 
we  need  to  build  our  career  force  back.  We  couldn't  do  it  imme- 
diately because  we  have  to  place  the  people.  As  I  say,  we  still 
have 

Mr.  Sawyer.  I  understand.  That's  why  they  call  them  transitions 
and  I  appreciate  that. 

Postmaster  General  Runyon.  We  still  have  some  people  to  place. 
This  has  not  gone  as  fast  as  I  would  like  to  have  it  go.  However, 
it  went  faster  than  a  whole  lot  of  people  would  have  liked  to  have 
seen  it.  So,  it's  one  of  those  things  that  takes  time  to  do.  We  think 
we're  working  our  way  through  it  and  we  will  get  back  to  normal. 

Mr.  Sawyer.  One  final  question.  Some  of  the  representatives  of 
management  employees  last  week  suggested  that  their  ranks  were 
overburdened  because  of  the  large  reduction  in  supervisory  employ- 
ees. Is  there  an  optimum  ratio  that  you're  looking  for?  How  close 
are  you  to  restoring  the  Postal  Service  to  that  kind  of  ratio?  How 
far  away?  How  long  will  it  take? 

Postmaster  General  Runyon.  The  optimum  ratio  that  I  would 
consider  and  have  used  in  past  businesses  is  20  to  one  supervisor 
to  employee  ratio.  In  management  ratios,  six  to  one.  Those  are  the 
ratios  I'm  using.  I  don't  think  we're  close  to  that. 

Mr.  Sawyer.  When  you  say  you  don't  think  you're  close  to  that, 
you  have  a  long  way  to  go?  Is  that  what  you're  saying? 

Postmaster  General  Runyon.  Well,  I  don't  know  whether  we  can 
go  a  long  way  or  not.  We've  got  some  areas  where  we're  probably 
higher  than  that,  but  we've  got  some  areas  where  we're  five  to  one 
and  there's  nothing  that  can  be  done  about  that. 

Mr.  Coughlin.  Congressman,  just  before  we  started  this  restruc- 
turing, on  our  mail  processing  operations  we  had  one  supervisor  for 
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every  13  employees  in  this  country  and  in  our  delivery  operations 
it  was  one  of  19.  I'm  sure  if  you  calculated  it  out,  we'd  still  find 
ourselves  below  the  target  that  Mr.  Runyon  has  described  there. 

Mr.  Sawyer.  Thank  you. 

Mr.  Clay.  Has  the  gentleman  concluded? 

Mr.  Sawyer.  Thank  you,  Mr.  Chairman. 

Mr.  Clay.  Yes.  Mr.  Laughlin. 

Mr.  Laughlin.  Thank  you,  Mr.  Chairman. 

Mr.  Runyon,  I  apologize  for  missing  much  of  your  testimony,  but 
I  had  voters  from  the  14th  Congressional  District  in  my  office  who 
wanted  to  talk  about  other  congressional  business,  so  I've  had  to 
come  and  go  and  I  apologize. 

I  have  read  through  your  statement  and  I  want  you  to  know  that 
I  certainly  support  much  of  the  inquiries  and  concerns  expressed 
by  my  colleagues  on  this  Committee.  This  is  the  first  time  you  and 
I  have  ever  met  and  I  will  tell  you  that,  to  my  knowledge,  I'm  the 
only  member  of  Congress  who  ever  actually  ran  a  post  office.  I 
know  we  have  others  who  have  been  letter  carriers  and,  as  Ms. 
Collins  indicated,  she  worked  for  the  post  office,  but  I  ran  one  for 
a  year  in  the  Army  and  it  was  not  an  Army-run  post  office  because 
we  were  so  far  removed,  we  had  to  operate  reporting  directly  to 
your  post  office  in  New  York  City.  I  had  postal  clerks  who — all  of 
us  operated  under  the  rules  of  the  U.S.  Postal  Service.  So,  I've  got 
a  great  bias  in  favor  of  people  who  work  behind  the  walls  and  the 
mailboxes  and  sell  the  stamps  and  do  all  those  services. 

The  first  thing  I  would  say  to  you  is  if  there  is  an  ethnic  imbal- 
ance in  the  various  ranks,  my  observation  to  you  is  that  it's  most 
easily  cured  by  the  leadership  and  that's  by  you  individually.  We 
can  make  a  lot  of  reasons  or  excuses,  but  after  all  the  boss  is  the 
boss  and  we  should  look  to  you  to  make  those  corrective  actions  if 
they're  needed  and  you  certainly  know  whether  they  are  or  not. 

But  I  want  to  move  on  to  another  topic.  That's  this  revenue  for- 
gone area.  If  we're  to  expect  the  Postal  Service  to  operate  as  a  busi- 
ness and  pay  its  bills  and  justify  itself,  I  want  to  go  into  that  area 
and  you  probably  talked  about  it  because  it's  in  your  testimony. 
But  my  appreciation  is  the  standard  letter  that  we  mail  is  29  cents. 
Is  that  correct? 

Postmaster  General  Runyon.  Yes,  sir. 

Mr.  Laughlin.  And  the  revenue  forgone  was  some  concept  to  try 
to  help  charitable  services  back  in  the  early  1950s  reach  out  and 
provide  service.  So,  the  Congress  back  in  the  early  1950s  had  this 
discounted  Postal  Service  rate  for  nonprofit  charitable  services.  Is 
my  understanding  correct  on  that? 

Postmaster  General  Runyon.  Yes,  that's  correct. 

Mr.  Laughlin.  Now,  where  I've  really  had  trouble  the  last  few 
years,  predating  my  arrival  in  Congress  and  I've  been  here  four 
years,  I  fail  to  understand  why  we  allow  entities  other  than  char- 
ities to  have  this  discount  postal  rate  service.  I  understand  non- 
profit, but  nonprofit  can  be  a  lot  of  things.  Charity  is  something 
else.  Can  you  explain  to  me  where  we  get  into  giving  discount  rates 
to  entities  who  are  not  charitable  but  are  labeling  themselves  and 
qualifying,  apparently  under  the  law,  as  nonprofit? 

Postmaster  General  Runyon.  Could  you  answer  that? 
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Mr.  Coughlin.  Congressman,  the  groups  that  are  eligible  are 
there  by  law.  Over  the  period  of  time  since  the  early  1950s  when 
it  was  started,  that  has  been  expanded  and  it  will  be  expanded 
again  under  the  motor  voter  or  the  Campaign  Reform  Bill  if  those 
pass  the  Congress. 

The  only  group  that  strikes  me  right  offhand  that  is  for  profit 
that  is  covered  by  this  appropriation  are  the  small  newspapers  who 
get  the  in-county  rate  and  that  is  a  subsidized  rate.  It's  a  relatively 
small  subsidy  to  that  group,  but  some  or  most  of  those  newspapers 
operate 

Mr.  Laughlin.  But  the  small  newspaper  in  a  rural  county  is  not 
where  your  problem  is  accumulating  the  big  deficits  that  you're  hit 
with.  Isn't  that  true? 

Mr.  Coughlin.  No.  The  largest  group- 
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Mr.  Coughlin.  That  is  true.  That's  not  a  big  piece  of  the  action. 
The  largest  group  of  users  of  this  rate  are  third  class  nonprofit 
mailers.  Now,  within  that  there's  a  whole  category,  educational, 
cultural,  scientific,  fraternal,  labor,  veterans.  There's  quite  a  vari- 
ety of  groups  in  that. 

Mr.  Laughlin.  Mr.  Runyon,  have  you  ever  gotten  any  mail  at 
your  house  telling  you  you  had  won  $10,000.00  or  $8,000.00? 

Postmaster  General  Runyon.  Yes,  sir,  I  have. 

Mr.  Laughlin.  Into  the  millions? 

Postmaster  General  Runyon.  Yes. 

Mr.  Laughlin.  Now,  can  you  explain  to  me  why  those  entities 
are  entitled  to  mail  through  the  U.S.  Postal  Service  at  a  rate  less 
than  29  cents? 

Postmaster  General  Runyon.  I  can't  explain  that  other  than  they 
are  covered  by  the  law. 

Mr.  Laughlin.  As  nonprofit? 

Postmaster  General  Runyon.  And  we  follow  the  law. 

Mr.  Coughlin.  I  might  add,  sir,  that  some  of  those  that  you're 
getting  that  are  offering  you  a  large  prize  are  not  moving  at  the 
nonprofit  rate,  they're  moving  at  a  third  class  discounted  rate,  but 
it  is  a  commercial  rate  and  that's  rated  based  on  its  cost. 

Mr.  Laughlin.  Well,  I  have  one  here  addressed  to  me  at  my  resi- 
dence. Destination  America  mailed  out  of  Kansas  City  at  14  cents. 
Now,  that's  15  cents  less  than  all  my  constituents  can  pay  their 
bills  to  the  utilities  and  the  grocery  store  and  the  gasoline  compa- 
nies. That's  a  subsidy  to  Destination  America,  paid  by  the  tax- 
payers. Isn't  that  correct? 

Mr.  Coughlin.  It  sounds  like  it  from  the  rate  you've  described, 
yes. 

Mr.  Laughlin.  I'm  going  to  give  it  to  you  so  you're  going  to  see 
it  before  we  leave. 

Mr.  Coughlin.  That's  really  the  only  way  we  can  make  a  judg- 
ment about  it. 

Mr.  Laughlin.  If  you  don't  agree  with  any  of  these,  you  read  it 
into  the  record. 

Mr.  Clay.  Will  the  gentleman  yield? 

Mr.  Laughlin.  Yes. 
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Mr.  Clay.  Now,  let's  clarify  something.  That  falls  under  a  dif- 
ferent category,  that  you  actually  charge  the  cost  of  delivery  for 
that.  Is  that  right?  That's  not  the  nonprofit  charitable  rate. 

Mr.  Coughlin.  I  don't  know.  I'd  have  to  look  at  the  piece  and 
look  at  it  individually. 

Mr.  Clay.  Show  him  that  because  we  don't  want  to  distort  this 
record. 

Mr.  Laughlin.  I'd  like  the  record  to  reflect  that  I  just  gave  Mike 
Coughlin  the  envelope. 

Mr.  Clay.  Yes. 

Mr.  Laughlin.  Unopened  and  I  will  verify  that's  my  name. 

Mr.  Clay.  I'm  going  to  instruct  the  jury  to  disregard  that. 

Mr.  Coughlin.  I  still  can't  really  tell,  Mr.  Chairman,  exactly 
what  this  is.  I'd  have  to  go  back  and  take  a  careful  look  at  it. 

Mr.  CLAY.  But  you  said  it's  third  class  what? 

Mr.  Coughlin.  What  the  Congressman  originally  referred  to  was 
offerings  of  sweepstakes.  The  most  common  I  think  that  most  peo- 
ple are  familiar  with  are  from  Readers  Digest 

Mr.  Clay.  Do  you  subsidize  that? 

Mr.  Coughlin.  No,  they  are  not  subsidized.  The  attributable 
costs  of  nonprofit  mail  are  not  subsidized  either. 

Mr.  Clay.  Right.  Okay.  That's  what  I  wanted  to  clarify  in  the 
record.  The  sweepstakes  are  not  subsidized. 

Mr.  Laughlin.  Well,  the  point  I'm  trying  to  get  to,  Mr.  Chair- 
man, and  either  you  or  Mr.  Coughlin  can  clarify  it,  is  15  cents  the 
cost  of  delivering  that  letter? 

Mr.  Coughlin.  It  is  the  attributable  cost  of  delivering  it.  It  cov- 
ers the  attributable  cost  of  delivering  that  letter,  yes.  That  is  the 
cost  that  is  directly  identifiable  and  connected  to  the  delivery  of 
that  piece  of  mail. 

Mr.  Laughlin.  Well,  then  why  aren't  my  constituents  allowed  to 
mail  their  letters  and  their  bill  payments  at  15  cents? 

Mr.  Coughlin.  They  are  if  they  meet  certain  makeup  require- 
ments. You  have  to  understand  that  this  particular  mailer,  for  ex- 
ample, and  you'll  see  on  the  piece  it  says  bulk  rate,  has  given  that 
to  us  in  a  minimum  number  of  pieces,  probably  200  or  250.  It's 
presorted  and  pre-bar  coded.  These  are  work  sharing  efforts  that 
reduce  our  costs  internally.  That's  why  they  carry  a  lower  rate. 

Mr.  Laughlin.  But  that  envelope  doesn't  say  it's  presorted  and 
does  not  say  that  it  was  given  to  you  in  bulk  in  the  required  num- 
bers, does  it? 

Mr.  Coughlin.  Yes,  it  does.  It  says  on  here  that  it's  paid  at  the 
bulk  rate  and  there  is 

Mr.  Laughlin.  I  missed  it  because  this  one  does.  I'm  going  to  be 
quick.  I've  got  another  one  from  the  Winners  Audit  Center,  St. 
Paul,  Minnesota,  15  cents. 

Mr.  Chairman,  I'm  going  to  give  every  one  of  these  to  Mr.  Run- 
yon  and  even  allow  him  to  open  them. 

Mr.  Clay.  I'll  instruct  the  jury  to  accept  that. 

Mr.  Laughlin.  Here's  another  one.  Why  I  brought  these,  and  I 
threw  so  many  in  the  trash,  but  it  started  accumulating  on  me  that 
they're  all  different  rates.  Here's  one  from  the  Credit  Approval  De- 
partment telling  me  I've  won  something  else  at  23  cents.  Then  an- 
other one  doesn't  tell  how  much.  It  came  from  the  Treasury  Divi- 
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sion.  Presorted,  first  class,  U.S.  postage  paid,  MCI.  I  don't  even 
know  what  they  paid  for  this. 

My  daughter,  who  has  just  turned  19  last  week,  has  been  getting 
these.  Here's  another  one,  23  cents  from  the  Confidential 
Consumer  Secrets.  That  causes  me  to  worry  a  little  bit  that  they've 
got  something  on  me. 

But  I  want  to  give  these  to  you.  None  of  these  I'd  ever  heard  of. 
Now,  I  got  one  from  Texaco  even.  I've  heard  of  them  all  my  life, 
and  they're  telling  me  I  won  something.  It  just  strikes  me  there's 
something  wrong  with — and  maybe  it's  this  committee  has  got  to 
change  something,  Mr.  Chairman,  but  it  strikes  me  that  it's  wrong 
for  me,  and  I  know  a  lot  of  other  Americans,  but  here  I  am  sitting 
in  a  place  that's  not  even  my  permanent  residence  and  I'm  getting 
this  kind  of  junk  mail  at  a  rate  less  than  the  American  people  pay 
to  correspond  with  loved  ones,  to  do  their  commercial  transactions, 
to  pay  their  bills  that  come  and  go  every  month,  whether  it's  the 
utility  or  the  gasoline  or  the  credit  card  or  however  they  pay  their 
grocery  bill.  We're  getting  things  at  half  that  cost  that  really  is 
junk  mail  and  it's  a  harassment  and  it's  a  fraud. 

I  did  spend  the — if  you  open  these,  and  I  give  you  permission  on 
the  record  here  to  open  any  one  of  these  because  I  quit  opening 
them  months  ago.  But  if  you  call  the  800  or  900  number,  you  waste 
about  12  minutes  of  your  time  and  your  telephone  bill  is  about 
$17.00.  Now,  generally  they  tell  you  that  in  there,  but  I  did  it  one 
time  out  of  curiosity,  to  find  out  what  it  was.  It  is  the  biggest  ma- 
larkey,  gobbledy  gook,  distorted,  misleading  waste  of  time  that  any 
American  could  be  subjected  to. 

Mr.  Sawyer.  Mr.  Chairman,  would  the  gentleman  refrain  from 
using  these  technical  terms? 

Mr.  Laughlin.  The  point  I  want  to  make,  Mr.  Runyon,  is  I  would 
like  for  your  leadership  and  your  organization  to  take  a  look  at 
this.  I  for  one  think  we  need  to  change  what  these  people  and 
things  other  than  charities  are  paying  to  use  the  Postal  Service  be- 
cause it's  not  right,  in  my  opinion,  to  have  mail  rates  at  this  and 
not  have  the  average  citizen  across  this  country  be  able  to  use  the 
Postal  Service  at  these  kind  of  rates. 

That's  all  the  questions  I  have,  Mr.  Chairman.  I  thank  you  for 
your  indulgence  and  I  thank  Mr.  Runyon  and  his  staff  for  being 
here.  I'm  going  to  give  the  rest  of  these  envelopes  to  him. 

Mr.  Clay.  I  thank  the  gentleman. 

Mr.  Gilman. 

Mr.  Gilman.  Thank  you,  Mr.  Chairman.  I  hope  Mr.  Laughlin  is 
a  little  luckier  than  he  has  been  in  the  past  on  some  of  these  solici- 
tations. We  wish  him  well. 

Mr.  Chairman,  I  want  to  join  my  colleagues  in  welcoming  our 
Postmaster  General  and  his  staff  with  us  today.  We  recognize  the 
great  strides  you've  taken  in  reorganizing  our  Postal  Service  and 
we  look  forward  to  even  hearing  better  things  up  the  road.  But 
there  are  some  morale  problems  out  there  as  we  ask  fewer  people 
to  do  more  than  they've  been  doing  in  the  past  and  I  hope  you're 
going  to  find  some  way  of  addressing  those  problems. 

Mr.  Runyon,  as  you  took  over  the  Postal  Service  problems,  you 
declared  a  moratorium  on  construction  on  a  number  of  our  facilities 
and  yet  a  number  of  these  facilities  are  outmoded  and  are  ineffi- 
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cient  and  have  caused  a  great  deal  of  loss  of  funds  because  they 
have  been  inefficient.  I  was  hoping  that  you  could  now  tell  us  a  lit- 
tle more  about  what  you're  doing  about  some  of  the  priority  facili- 
ties that  needed  attention  and  I  hope  they're  back  on  track  for  con- 
struction and  modernization. 

Postmaster  General  Runyon.  We  started  about  six  months  ago, 
maybe  longer  than  that,  curtailing  expenditures  in  the  Postal  Serv- 
ice because  we  wanted  to  reevaluate  what  we  were  spending  the 
money  for,  were  we  getting  the  right  return  on  investment  on  what 
we  were  doing.  We  have  now  turned  that  over  to  the  area  manage- 
ment. By  the  way,  when  we  did  that,  when  we  had  health  and  safe- 
ty problems  in  a  facility  or  we  were  moving  out  of  a  lease  that  we 
had  to  have  some  other  facility,  we  went  ahead  and  approved 
those.  We  had  our  area  managers  go  through  all  of  their  projects 
that  they  had  when  we  changed  the  organization  and  they're  in  the 
process  of  approving  those  and  bringing  them  forward  for  final  ap- 
proval. 

The  problem  we  have  now  though  is  that  with  the  new  changes 
that  we're  seeing  in  the  revenue  forgone  and  the  $1  billion  OBRA 
thing,  we  are  again  looking  at  what  our  return  on  investment  has 
to  be  in  order  for  us  to  be  able  to  fund  those  projects.  I'd  like  to 
tell  you  that  it's  totally  loose  and  it  was  two  months  ago  we  had 
said — before  we  heard  about  the  new  OBRA,  the  billion  dollars  and 
the  revenue  forgone  of  only  $92  million  instead  of  $615  which  we 
thought  we  were  going  to  get. 

The  answer  to  your  question  is  we  are  now  looking  at  what  we're 
doing.  We  want  to  make  sure  that  there  is  some  absolute  necessity 
for  a  facility  or  that  it  has  a  return  on  investment  which  makes 
it  a  wise  investment  for  us  to  make  as  we're  facing  some  very 
tough  economic  times  ahead. 

Mr.  GlLMAN.  When  do  you  think  that  review  will  be  completed? 

Postmaster  General  RUNYON.  Well,  the  review  that  we're  making 
right  now  is  to  determine  what  return  on  investment  we're  going 
to  have  and  that  should  be  complete  in  a  couple  of  weeks.  The  final 
analysis  of  how  much  money  we  actually  will  have  will  come  once 
we  heard  what  the  final  disposition  is  of  the  revenue  forgone  and 
the  OBRA  $1  billion.  We  can't  really  make  any  strong  decisions 
until  we  know  where  we  are  financially.  Right  now  we're  in  limbo. 

Mr.  GlLMAN.  Well,  is  there  a  flat  moratorium  right  across  the 
board  on  all  construction  right  now? 

Postmaster  General  Runyon.  Not  right  this  minute  there's  not. 
There  was.  We  released  that  and  there  are  some  facilities  that  are 
being  started  and  finished  at  this  time. 

Mr.  GlLMAN.  And  when  do  you  think  your  oversight  will  be  com- 
pleted with  regard  to  the  construction  of  the  additional  facility? 

Postmaster  General  Runyon.  When  we  know  where  we  are  fi- 
nancially, so  we'll  know  how  much  money  that  we  have  available 
to  spend  for 

Mr.  Gilman.  I  recognize  that.  What  do  you  anticipate  that  time 
factor  would  be? 

Postmaster  General  Runyon.  Well,  it's  difficult  to  predict  when 
a  bill  would  be  passed  saying  that  we  owe  or  don't  owe  a  billion 
dollars  for  OBRA  or  revenue  forgone.  We  won't  know  that  until  we 
know  it.  I  don't  know  when  that  date  is. 
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Mr.  Gilman.  Well,  if  it's  waiting  the  full  budgetary  consideration, 
that  could  go  pretty  much  to  the  end  of  this  fiscal  year.  Is  that  cor- 
rect? 

Postmaster  General  Runyon.  It's  possible. 

Mr.  Gilman.  Mr.  Runyon,  can  you  bring  us  up  to  date  on  the  sta- 
tus of  the  Eagle  Air  Network  and  your  air  hub  in  Indianapolis? 

Postmaster  General  Runyon.  Yes.  There  was  an  agreement 
reached  between  all  the  principals  who  had  bid  on  that  network. 
It  was  approved  by  the  Attorney  General,  it  was  approved  by  the 
judge  and  we  have  now  let  the  contract  with  Emery  to  do  the  Eagle 
Air  Network,  and  the  contract  with  Evergreen  to  do  the  transfer 
network,  the  ground  network. 

Mr.  Gilman.  So  all  of  those  contracts  have  now  been  let? 

Postmaster  General  Runyon.  Yes,  sir. 

Mr.  Gilman.  And  Mr.  Runyon,  one  last  question.  As  a  follow-up 
to  the  Royal  Oak  matter,  your  response  to  recommendations,  you 
stated  that  the  inspection  service  was  developing  a  formal  security 
control  officer  training  program  for  postal  managers  and  super- 
visors, as  well  as  a  national  review  of  manned  security  needs  of  the 
postal  facilities.  Can  you  tell  us  where  all  of  that  stands? 

Postmaster  General  Runyon.  I  can't  tell  you  at  this  time.  I'll  be 
glad  to  supply  it  for  the  record  though. 

[The  information  referred  to  follows:] 

There  are  two  separate  efforts  underway  to  increase  security  training  for  our 
managers.  Instructions  explaining  the  increased  responsibilities  of  the  facility  Secu- 
rity Control  Officers  (SCOs)  were  presented  to  the  task  force  on  Violence  in  the 
Workplace,  and  they  were  received  favorably.  Those  instructions  will  be  included  in 
the  Administrative  Support  Manual,  which  is  currently  being  revised.  A  lesson  plan 
for  the  training  of  SCOs  also  has  been  developed.  To  introduce  this  program  nation- 
ally, one  training  option  would  be  use  of  the  Postal  Service  Television  Network. 

The  Inspection  Service  also  is  working  with  the  Management  and  Employee  De- 
velopment Office  to  ensure  security  and  crime  prevention  issues  are  part  of  overall 
Postal  Service  training  efforts.  For  example,  the  Postmaster  Level  18  and  above 
training  course  was  recently  revised  to  include  a  two-hour  block  of  instruction  on 
a  wide  variety  of  crime  prevention  issues,  including  building  security,  violence  in  the 
workplace,  assault  prevention,  reporting  requirements  and  Inspection  Service  con- 
tact. 

The  review  of  staffed  and  unstaffed  security  needs  at  postal  faculties  is  ongoing. 
Upon  conclusion  of  the  review,  recommendations  will  be  considered  and  imple- 
mented where  appropriate. 

Mr.  Gilman.  Would  any  of  your  assistants  have  any  knowledge? 

Mr.  Coughlin.  I  don't  know  the  status  of  that  specific  rec- 
ommendation right  offhand.  I  know  there's  a  number  of  other 
things  that  are  being  worked  on  at  the  same  time  as  that  particu- 
lar thing. 

Mr.  Gilman.  Mr.  Chairman,  with  your  permission,  I'd  like  to  re- 
quest the  Postmaster  General  to  submit  to  us  a  status  report  of  the 
security  controls  that  were  recommended  following  the  Royal 
Oak 

Mr.  Clay.  Without  objection,  it  will  be  requested. 

Mr.  Gilman.  Thank  you.  Thank  our  panelists  and  thank  you,  Mr. 
Chairman. 

Mr.  Clay.  Thank  you. 

Mr.  Watt. 

Mr.  Watt.  Thank  you,  Mr.  Chairman. 

Mr.  Runyon,  I  apologize  for  being  in  and  out  of  this  hearing.  I've 
been  trying  to  do  too  many  different  things  at  one  time.  But  I  had 
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a  couple  of  questions.  Before  I  ask  a  question  though,  I  want,  with- 
out asking  a  question,  just  to  add  my  voice  to  the  voices  that  have 
been  expressed  earlier  and  to  tell  you  that  I  feel  strongly  that  you 
need  a  plan  regarding  minority  employment  that  is  more  aggres- 
sive to  increase  in  the  home  office  there.  But  I  don't  have  any  spe- 
cific question  about  that. 

The  questions  I  have  may  require  some  research  and,  if  so,  that's 
fine.  Just  tell  me  and  we  can  get  the  answers  later.  But  I've  re- 
ceived some  complaints  from  residents  of  my  congressional  district, 
which  is  in  North  Carolina,  that  in  the  process  of  removing  asbes- 
tos from  some  of  the  postal  facilities  there,  that  removal  is  taking 
place  during  the  period  that  employees  are  actually  working  and 
may  be  imperiling  the  health  of  employees.  If  that  is  occurring,  and 
I  wish  you  would  investigate  it  not  only  in  North  Carolina,  but  in 
other  places  where  asbestos  removal  is  taking  place,  I  would  hope 
that  you  would  implement  a  policy  that  would  stop  that  from  hap- 
pening. If  you  know  anything  about  that  from  your  personal  knowl- 
edge, you  might  want  to  comment.  But  if  not,  I  would  appreciate 
your  looking  into  it  and  possibly  responding  back  at  some  later 
point. 

Postmaster  General  Runyon.  Mr.  Watt,  I'll  have  to  get  back  to 
you.  I'm  not  familiar  with  that  case,  but  I  will  get  back  with  you 
on  what  our  procedures  are. 

[The  information  referred  to  follows:] 

General  Process  for  Asbestos  Abatement 

Asbestos  abatement  (testing/analysis  and  removal  of  asbestos  or  asbestos  contain- 
ing materials)  comes  under  the  jurisdiction  of  strict  EPA/OSHA  regulations. 

An  Asbestos  Abatement  Project  involves  the  testing  and  analysis  of  airborne  par- 
ticles during  the  encapsulation  or  removal  of  asbestos  in  an  enclosed  environment 
while  maintaining  a  negative  pressure  within  the  enclosure  to  prevent  migration  of 
particles  outside  of  the  enclosure. 

The  removal  material  is  properly  bagged  and  placed  in  sealed  containers  which 
are  thoroughly  cleaned  before  leaving  the  enclosed  environment  for  proper  con- 
trolled disposal  at  EPA-approved  sites. 

Certified  industrial  hygienists  are  utilized  to  determine  the  existence  of  asbestos 
and  to  test  and  analyze  airborne  particles  and  solid  materials  for  levels  of  con- 
centration. Depending  on  the  location  and  concentration  of  asbestos,  a  remediation 
plan  is  developed  to  either  encapsulate  or  remove  (abate)  the  material.  In  most 
cases,  close  coordination  with  state  health  agencies  (Departments  of  Environmental 
Resources)  is  required  to  insure  the  health  and  safety  of  all  personnel,  especially 
when  a  maintenance  and  operation  plan  is  used  to  monitor  rather  than  remove  the 
asbestos. 

Airborne  testing  is  conducted  continuously,  both  inside  the  enclosure  and  outside 
of  the  enclosure,  to  insure  total  safety  of  both  construction  employees  and  personnel 
outside  of  the  enclosure. 

Special  clothing  and  filter  masks  must  be  worn  by  workers  inside  the  enclosure 
which  are  airwashed,  then  disposed  of  properly,  prior  to  the  construction  workers 
leaving  the  enclosures. 

Only  state  certified  contractors,  thoroughly  trained  in  asbestos  removal  or  remedi- 
ation, can  be  utilized  on  asbestos  related  projects. 

After  removal  of  all  asbestos  materials,  the  enclosure  is  washed  clean  of  any  resi- 
dues and  an  environmentally  safe  area  is  confirmed  by  sophisticated  airborne  test- 
ing and  analysis. 

Upon  verification,  the  enclosure  is  then  removed  and  disposed  of  or  reused  in  an 
adjoining  area  of  abatement. 

The  U.S.  Postal  Service  has  under  contract  both  environmental  architect  firms 
and  certified  asbestos  contractors. 

When  asbestos  is  suspected  to  be  present,  these  resources  are  utilized  imme- 
diately to  effect  corrective  action. 
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Greensboro,  NC,  Asphalt  Plank  Floor  Asbestos 

The  Greensboro,  NC  facility  is  approximately  twenty-eight  (28)  years  old  and  con- 
tains an  y2"  asphalt  plank  floor  tie  throughout  the  workroom.  In  general,  the  floor 
is  in  good  condition,  but  in  certain  high-wear  areas  the  tiles  had  begun  to  abrade, 
generating  dust.  On  approximately  February  1,  1993,  dust  samples  from  the  asphalt 
plank  floor  were  analyzed  and  determined  to  contain  asbestos. 

Maintenance  personnel  apparently  initiated  this  action  and  reportedly  contacted 
OSHA  and  the  State  Department  of  Health.  The  Greensboro  Facilities  Service  Office 
followed  up  with  an  environmental  hygienist  firm  under  contract  to  develop  a  main- 
tenance and  operation  plan  acceptable  to  the  state  while  alternative  solutions  were 
developed  and  analyzed  to  correct  the  problem.  Although  testing  of  airborne  par- 
ticles resulted  in  levels  below  OSHA/EPA  allowables  of  0.1  fibers  per  cc,  as  a  pre- 
caution, the  maintenance  and  operation  plan  developed  and  approved  required  daily 
airborne  testing,  sweeping,  waxing  and  sealing  of  high  traffic  areas.  This  service 
was  contracted  to  Hepaco,  a  certified  asbestos  cleaning  service,  until  May  1,  1993 
when  Plant  Maintenance  assumed  this  activity. 

A  feasibility  study  has  been  completed  and  the  respective  Plant  and  Area  Man- 
agers have  recommended  total  removal  of  the  asphalt  plank  while  maintaining  an 
environmentally  safe  and  functionally  operating  facility.  Human  Resources,  union 
representatives  and  the  Area  Environmental  Coordinators  have  attended  all  meet- 
ings and  discussions  on  the  alternatives. 

Authorized  funding  was  approved  on  May  15,  1993,  based  on  the  feasibility  study. 
Design  fees  have  been  negotiated  with  a  contract  to  be  awarded  shortly.  Estimated 
construction  costs  are  expected  to  exceed  $1,000,000  for  the  proposed  eight-phase 
construction  project  anticipated  to  last  about  eight  (8)  months.  Design  is  estimated 
at  30  days  including  reviews.  Estimated  completion  from  construction  award  is  ap- 
proximately 32  weeks. 

The  maintenance  and  operation  plan  will  remain  in  effect  until  total  removal  of 
asbestos-containing  asphalt  plank,  and  verification  and  certification  of  a  safe,  asbes- 
tos-free environment. 

Mr.  Watt.  All  right.  Second,  I  am  concerned  about  the  cutback 
in  forces  that  has  been  taking  place  in  the  context  of  whether  it 
has  actually  increased  the  use  of  transitional  employees  and  casual 
employees  and  would  be  interested  in  knowing  the  actual  number 
of  permanent  employees  by  which  the  force  has  been  reduced  over 
the  last  12,  18  months  during  the  period  of  reorganization.  And  the 
corollary  to  that  is  during  that  same  period,  how  many — whether 
there  has  been  an  increase  in  the  number  of  hours  that  casual  and 
transitional  employees  have  been  working.  It  seems  to  me  that  it 
is  a  false  savings  to  cut  back  on  permanent  employees  and  say  that 
you  have  a  reduction  in  forces  if  the  effect  of  that  is  simply  to  turn 
around  and  hire  more  and  more  transitional  employees  and  more 
and  more  casual  employees.  If  you  know  what  those  statistics  are, 
maybe  you  would  want  to  comment  now  or  I'd  be  delighted  to  have 
you  respond  later. 

Postmaster  General  Runyon.  I  don't  know  the  statistics  now,  but 
I  do  know  that  we  will  operate  better  when  we  get  our  career  em- 
ployee levels  to  where  it  should  be  and  we  use  casual  employees 
as  originally  intended,  during  peak  periods,  like  Christmas  and 
peak  mailing  seasons. 

Transitional  employees  were  put  in  place  for  a  different  reason. 
When  we  determined  where  automation  would  be  implemented,  we 
hired,  through  agreement  with  our  unions,  transition  employees 
who  would  be  discharged  at  the  time  the  automation  came  in. 
That's  the  way  that  started  out.  Now,  I  don't  know  the  numbers 
today.  I'll  get  the  numbers  to  you,  however. 

Mr.  Clay.  Will  the  gentleman  yield? 

Mr.  Watt.  Yes. 
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Mr.  CLAY.  And  while  you're  giving  him  those  numbers,  will  you 
also  tell  us  what  your  overtime  cost  was? 

Postmaster  General  Runyon.  Yes. 

Mr.  Clay.  The  GAO  has  suggested  that  it  might  jeopardize  your 
projected  savings.  So,  will  you  tell  us  what  steps  you  plan  to  reduce 
the  overtime  cost? 

[The  information  referred  to  follows:] 

During  the  restructuring,  a  total  of  47,828  career  employees  retired,  including 
25,832  taking  voluntary  retirement.  A  total  of  26,904  career  positions  were  abol- 
ished. This  included  2,359  short  time  details  and  2,839  long-term  details  that  were 
used  to  augment  the  career  workforce.  Excluding  the  details,  there  was  a  net  reduc- 
tion of  21,706  positions. 

Through  AP  8,  FY  1993,  casual  employees'  workhour  usage  is  46.7  million  hours 
compared  to  the  same  period  last  year  in  which  the  usage  was  36.5  million  hours. 
In  AP  8,  casuals'  workhours  of  4.6  million  were  only  slightly  higher  than  last  year's 
level  of  4.5  million  for  the  same  period.  Casuals  have  been  used  to  supplement  our 
career  workforce  during  the  transition  of  the  new  organization. 

Transitional  is  a  new  category  of  employee  intended  to  temporarily  fill  positions 
that  will  be  impacted  by  automation  and  to  supplement  the  career  workforce  in 
times  of  increased  workload.  Currently,  there  are  approximately  25,000  transitional 
employees  on  board.  Through  AP  8,  FY  1993,  they  have  worked  approximately  29.5 
miflion  hours. 

Through  AP  8,  FY  1993,  overtime  cost  totaled  $2.2  billion.  However,  the  incre- 
mental cost  of  overtime  is  $186.5  million.  Incremental  cost  is  the  difference  between 
the  overtime  rate  and  the  straight  time  hourly  rate,  which  is  $2.11.  This  amount 
is  applied  to  the  overtime  hours  worked  and  equates  to  the  incremental  amount 
stated  above. 

Increased  overtime  usage  has  occurred  as  part  of  the  transition  to  the  new  organi- 
zation and  a  larger  number  of  retirements  that  anticipated.  Additional  overtime  has 
been  used  to  maintain  service  during  the  transition.  Overtime  will  be  impacted  until 
all  positions  in  the  restructured  organization  are  filled  via  the  craft  bidding  process, 
overhead  reductions  are  completed,  and  all  supervisors  and  managers  are  placed. 
For  the  future,  overtime  is  expected  to  drop  as  the  organization  stabilizes.  Field 
management  is  aware  of  the  higher  overtime  usage  and  is  monitoring  the  need  for 
overtime. 

Mr.  Watt.  I  would  tell  you,  Mr.  Runyon,  as  a  person  who — both 
of  whose  parents  were  former  employees  of  the  Postal  Service,  that 
unless  you  define  peak  times  during  the  years  as  365  days  a  year, 
casual  employees  are  not  being  used  in  the  way  that  they  were  in- 
tended to  be  used.  There's  a  substantial  use  of  casual  employees 
and  I  think  that  does  a  disservice,  number  one,  to  permanent  em- 
ployees. It  does  a  disservice  to  those  casual  employees  because  they 
are  not  provided  the  kinds  of  benefits  that  permanent  employees 
are  provided  and  typically  are  not  provided  any  benefits,  I  under- 
stand. It  does  a  disservice  to  the  public  because  the  quality  of  the 
employees  who  are  casual  is  typically  less  than  the  quality  of  the 
employees  who  are  permanent,  and  it  quite  possibly  results  in 
greater  cost  in  unemployment  compensation  because  while  those 
casual  employees  work  for  a  year,  they  go  out,  they  become  eligible 
for  unemployment  benefits  just  like  your  permanent  employees. 

So,  I  would  hope  that  you  would  make  a  thorough  study  of  the 
use  of  casual  employees  because  I  think  that  is  a  serious  problem 
in  the  Postal  Service. 

Mr.  Clay.  I  thank  the  gentleman. 

We  certainly  thank  you,  Mr.  Runyon  for  your  testimony. 

That  concludes  the  hearing  for  today. 

[Whereupon,  at  12:28  p.m.,  the  committee  was  adjourned.] 
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TUESDAY,  JUNE  8,  1993 

House  of  Representatives, 
Committee  on  Post  Office  and  Civil  Service, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  1:30  p.m.,  in  room  311, 
Cannon  House  Office  Building,  Hon.  William  Clay  (chairman  of  the 
committee)  presiding. 

Members  present:  Representatives  Clay,  McCloskey,  Sawyer, 
Norton,  Collins,  Byrne,  Watt,  Wynn,  Myers,  and  Morella. 

Members  also  present:  Representative  Lewis  of  Georgia. 

Mr.  Clay.  The  subcommittee  will  come  to  order. 

On  behalf  of  the  committee,  I  would  like  to  welcome  each  of  you 
to  our  fifth  and  final  scheduled  oversight  hearing  for  1993. 

The  committee  is  pleased  to  have  this  opportunity  to  hear  your 
views  concerning  the  operation  of  the  Postal  Service.  As  Governors 
you  are  charged  with  exercising  the  power  of  the  Postal  Service. 
You  have  sworn  by  oath,  as  honorable  men  and  women,  to  dis- 
charge those  duties  faithfully. 

As  presidential  appointees,  you  select  the  Postmaster  General  to 
provide  the  day-to-day  management  of  the  Postal  Service.  His  au- 
thority emanates  from  the  authority  vested  in  you  by  the  President 
and  this  Congress.  The  responsibility  you  bear  on  behalf  of  the  peo- 
ple is  a  most  serious  one. 

In  1970,  Congress  gave  management  the  flexibility  to  operate  the 
Postal  Service  more  like  a  business;  but  at  the  same  time,  Congress 
did  not  make  it  a  business.  The  Postal  Service  is  much  more  than 
an  ordinary  business.  It  is  an  agency  created  by  the  government  to 
provide  a  basic  and  fundamental  service  to  the  people.  During  the 
past  several  years,  our  judicial  system  has  gone  to  great  lengths  to 
hold  "directors"  of  corporations  responsible  for  their  actions  and  the 
operation  of  their  companies.  You,  too,  have  the  legal  responsibility 
to  ensure  that  the  government  provides  the  best  services  possible 
to  its  people. 

You  are  ultimately  responsible  for  the  physical  plant  of  the  Post- 
al Service,  for  postal  customers,  for  the  warranted  or  unwarranted 
enforcement  of  its  laws,  and  for  the  welfare  and  safety  of  its 
700,000  employees. 

Your  role  is  a  very  serious  one.  Your  role  is  to  provide  direction 
and  take  ultimate  responsibility.  Had  Congress  envisioned  it  as 
guidance,  we  would  have  created  an  advisory  board,  requiring 
semi-annual  recommendations  to  Congress.  But  we  created  you  and 
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specifically  conferred  powers  and  responsibilities  that  differ  im- 
measurably from  presidential  advisory  boards. 

You  do  not  serve  in  an  advisory  function.  You  are  the  ones  re- 
sponsible to  the  President,  to  the  Congress,  and  to  the  people  for 
setting  policy  and  enforcing  it. 

This  committee  is  seriously  concerned  about  the  present  oper- 
ation of  the  Postal  Service.  For  the  past  eight  months,  this  commit- 
tee, the  House  and  the  Senate,  have  had  difficulty  receiving  timely 
information  on  postal  operations.  We  in  the  Congress  are  not  alone 
in  this  treatment.  Information  which  for  years  has  been  available 
to  the  General  Accounting  Office  and  others  has  been  abruptly 
deemed  proprietary  by  the  Postal  Service  and  placed  off  limits  even 
to  this  committee.  Without  access  to  information,  we  cannot  effec- 
tively perform  our  oversight  duties. 

This  committee  has  the  legal  obligation  to  oversee  the  operations 
of  the  Postal  Service.  We  expect  you  to  inform  all  employees  of  your 
agency  that  stonewalling  and  a  barrage  of  rhetorical  excuses  will 
not  enable  us  to  properly  conduct  our  mission. 

Today,  we  seek  answers  to  some  serious  questions  facing  the 
Service.  What  are  you  doing  about  the  continued  violence  in  the 
Postal  Service  workplace?  Why  have  many  of  the  committee's  Royal 
Oak  investigation  recommendations  gone  unheeded?  How  could 
your  Inspection  Service  devote  countless  dollars  and  manpower  on 
a  drug  sting  in  Cleveland  that  ruined  the  lives  of  20  innocent  post- 
al employees,  without  officials  at  headquarters  knowing  of  the 
depth  and  the  severity  of  the  operation? 

During  our  previous  hearings  we  have  focused  on  postal  restruc- 
turing. Is  it  working  and  saving  work  hours?  Or  is  the  GAO  correct 
that  overtime  and  use  of  casual  employees  are  eating  up  any  work- 
hour  savings?  How  do  you  plan  to  correct  the  adverse  impact  that 
headquarter's  restructuring  has  had  on  minority  employees?  Reor- 
ganization downsized  the  black  representation  in  that  head- 
quarters by  20  percent.  What  steps  have  you,  the  Governors,  di- 
rected to  correct  such  disparate  treatment  of  minorities? 

The  members  of  this  committee  take  our  responsibility  to  oversee 
the  Postal  Service  very  seriously.  We  are  committed  to  see  that  our 
citizens  receive  the  best  postal  service  available.  To  that  end,  I 
urge  you  to  act  now  to  improve  and  correct  the  problems  and  con- 
cerns I  have  outlined  and  to  use  the  powers  Congress  and  the 
President  have  vested  in  you  to  improve  the  present  operation  of 
the  Postal  Service. 

[The  prepared  statement  of  Hon.  William  L.  Clay  follows:] 
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Prepared  Statement  of  Hon.  William  L.  Clay,  a  Representative  in  Congress 
From  the  State  of  Missouri 

GOOD  AFTERNOON.    ON  BEHALF  OF  THE  COMMITTEE  I  WOULD 
LIKE  TO  WELCOME  YOU,  THE  GOVERNORS  OF  THE  UNITED  STATES 
POSTAL  SERVICE,  TO  OUR  FIFTH  AND  FINAL  SCHEDULED  OVERSIGHT 
HEARING  FOR  1993. 

THE  COMMITTEE  IS  PLEASED  TO  HAVE  THIS  OPPORTUNITY  TO 
HEAR  YOUR  VIEWS  CONCERNING  THE  OPERATION  OF  THE  POSTAL 
SERVICE.    AS  GOVERNORS  YOU  ARE  CHARGED  WITH  EXERCISING  THE 
POWER  OF  THE  POSTAL  SERVICE.    YOU  HAVE  SWORN  BY  OATH,  AS 
HONORABLE  MEN  AND  WOMEN,  TO  DISCHARGE  THOSE  DUTIES 
FAITHFULLY.    AS  PRESIDENTIAL  APPOINTEES,  YOU  SELECT  THE 
POSTMASTER  GENERAL  TO  PROVIDE  THE  DAY  TO  DAY  MANAGEMENT 
OF  THE  POSTAL  SERVICE.    HIS  AUTHORITY  EMANATES  FROM  THE 
AUTHORITY  VESTED  IN  YOU  BY  THE  PRESIDENT  AND  THE  CONGRESS. 
THE  RESPONSIBILITY  YOU  BEAR,  ON  BEHALF  OF  THE  PEOPLE,  IS  A  MOST 
SERIOUS  ONE. 

IN  1970  CONGRESS  GAVE  MANAGEMENT  THE  FLEXIBILITY  TO 
OPERATE  THE  POSTAL  SERVICE  MORE  LIKE  A  BUSINESS,  BUT  AT  THE 
SAME  TIME  CONGRESS  DID  NOT  MAKE  IT  A  BUSINESS.    THE  POSTAL 
SERVICE  IS  MUCH  MORE  THAN  AN  ORDINARY  BUSINESS.    IT  IS  AN 
AGENCY  CREATED  BY  THE  GOVERNMENT  TO  PROVIDE  A  BASIC  AND 
FUNDAMENTAL  SERVICE  TO  THE  PEOPLE.    DURING  THE  PAST  SEVERAL 
YEARS  OUR  JUDICIAL  SYSTEM  HAS  GONE  TO  GREAT  LENGTHS  TO  HOLD 
"DIRECTORS"  OF  CORPORATIONS  RESPONSIBLE  FOR  THEIR  ACTIONS  AND 
THE  OPERATION  OF  THEIR  COMPANIES.    YOU  TOO  HAVE  THE  LEGAL 
RESPONSIBILITY  TO  ENSURE  THAT  THE  GOVERNMENT  PROVIDES  THE 
BEST  SERVICES  POSSIBLE  TO  ITS  PEOPLE.    YOU  ARE  ULTIMATELY 
RESPONSIBLE  FOR  THE  PHYSICAL  PLANT  OF  THE  POSTAL  SERVICE,  FOR 
POSTAL  CUSTOMERS,  FOR  THE  WARRANTED  OR  UNWARRANTED 
ENFORCEMENT  OF  ITS  LAWS  AND  FOR  THE  WELFARE  AND  SAFETY  OF 
ITS  700,000  EMPLOYEES. 

YOUR  ROLE  IS  A  VERY  SERIOUS  ONE.    YOUR  ROLE  IS  TO  PROVIDE 
DIRECTION  AND  TAKE  ULTIMATE  RESPONSIBILITY.    HAD  CONGRESS 
ENVISIONED  IT  AS  GUIDANCE,  WE  WOULD  HAVE  CREATED  AN 
ADVISORY  BOARD,  REQUIRING  SEMI-ANNUAL  RECOMMENDATIONS  TO 
CONGRESS.    BUT  WE  CREATED  YOU  AND  SPECIFICALLY  CONFERRED 
POWERS  AND  RESPONSIBILITIES  THAT  DIFFER  IMMEASURABLY  FROM 
PRESIDENTIAL  ADVISORY  BOARDS.    YOU  DO  NOT  SERVE  IN  AN 
ADVISORY  FUNCTION.    YOU  ARE  THE  ONES  RESPONSIBLE  TO  THE 
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PRESIDENT,  THE  CONGRESS  AND  THE  PEOPLE  FOR  SETTING  POLICY  AND 
ENFORCING  IT. 

THIS  COMMOTEE  IS  SERIOUSLY  CONCERNED  ABOUT  THE  PRESENT 
OPERATION  OF  THE  POSTAL  SERVICE.    FOR  THE  PAST  EIGHT  MONTHS 
THIS  COMMITTEE,  THE  HOUSE  AND  THE  SENATE  HAVE  HAD 
DIFFICULTY  RECEIVING  TIMELY  INFORMATION  ON  POSTAL 
OPERATIONS.    WE  IN  THE  CONGRESS  ARE  NOT  ALONE  IN  THIS 
TREATMENT.   INFORMATION  WHICH  FOR  YEARS  HAS  BEEN  AVAILABLE 
TO  THE  GENERAL  ACCOUNTING  OFFICE  AND  OTHERS  HAS  BEEN 
ABRUPTLY  DEEMED  PROPRIETARY  BY  THE  POSTAL  SERVICE  AND 
PLACED  OFF  LIMITS  EVEN  TO  THIS  COMMITTEE.   WITHOUT  ACCESS  TO 
INFORMATION  WE  CANNOT  EFFECTIVELY  PERFORM  OUR  DUTIES  OF 
OVERSIGHT.   THIS  COMMITTEE  HAS  THE  LEGAL  OBLIGATION  TO 
OVERSEE  THE  OPERATIONS  OF  THE  POSTAL  SERVICE.   WE  EXPECT  YOU 
TO  INFORM  ALL  EMPLOYEES  OF  YOUR  AGENCY  THAT  "STONE 
WALLING"  AND  A  BARRAGE  OF  RHETORICAL  EXCUSES  WILL  NOT 
ENABLE  US  TO  PROPERLY  CONDUCT  OUR  MISSION. 

TODAY  WE  SEEK  ANSWERS  TO  SERIOUS  QUESTIONS  FACING  THE 
POSTAL  SERVICE.    WHAT  ARE  YOU  DOING  ABOUT  THE  CONTINUED 
VIOLENCE  IN  THE  POSTAL  SERVICE  WORKPLACE?   WHY  HAVE  MANY  OF 
THE  COMMITTEE'S  "ROYAL  OAK  INVESTIGATION"  RECOMMENDATIONS 
GONE  UNHEEDED?   HOW  COULD  YOUR  INSPECTION  SERVICE  DEVOTE 
COUNTLESS  DOLLARS  AND  MANPOWER  ON  A  DRUG  STING  IN 
CLEVELAND,  THAT  RUINED  THE  LIVES  OF  20  INNOCENT  POSTAL 
EMPLOYEES,  WITHOUT  OFFICIALS  AT  HEADQUARTERS  KNOWING  OF 
THE  DEPTH  AND  THE  SEVERITY  OF  THE  OPERATION? 

DURING  OUR  PREVIOUS  HEARINGS  WE  HAVE  FOCUSED  ON  POSTAL 
RESTRUCTURING.    IS  IT  WORKING  AND  SAVING  WORK  HOURS  OR  IS  THE 
GAO  CORRECT  THAT  OVERTIME  AND  USE  OF  CASUAL  EMPLOYEES  ARE 
EATING  UP  ANY  WORK  HOUR  SAVINGS?  HOW  DO  YOU  PLAN  TO 
CORRECT  THE  ADVERSE  IMPACT  THAT  HEADQUARTERS 
RESTRUCTURING  HAS  HAD  ON  MINORITY  EMPLOYEES? 
REORGANIZATION  DOWNSIZED  THE  BLACK  REPRESENTATION  IN  THAT 
HEADQUARTERS  BY  20%.   WHAT  STEPS  HAVE  YOU,  THE  GOVERNORS, 
DIRECTED  TO  CORRECT  SUCH  DISPARATE  TREATMENT  OF  MINORITIES? 

THE  MEMBERS  OF  THIS  COMMITTEE  TAKE  OUR  RESPONSIBILITY 
TO  OVERSEE  THE  POSTAL  SERVICE  VERY  SERIOUSLY.   WE  ARE 
COMMITTED  TO  SEE  THAT  OUR  CITIZENS  RECEIVE  THE  BEST  POSTAL 
SERVICE  AVAILABLE.   TO  THAT  END,  I  URGE  YOU  TO  ACT  NOW  TO 
IMPROVE  AND  CORRECT  THE  PROBLEMS  AND  CONCERNS  I  HAVE 
OUTLINED  AND  TO  USE  THE  POWERS  CONGRESS  AND  THE  PRESIDENT 
HAVE  VESTED  IN  YOU  TO  IMPROVE  THE  PRESENT  OPERATION  OF  THE 
POSTAL  SERVICE. 
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Mr.  Clay.  Mr.  Myers,  do  you  have  an  opening  statement? 

Mr.  Myers.  Thank  you,  Mr.  Chairman.  I  join  you  in  welcoming 
Chairman  Mackie  and  the  other  members  the  board.  Thank  you  for 
holding  this  hearing. 

Most  of  us  take  the  Postal  Service  for  granted.  We  usually  get 
our  mail  delivered — sometimes  not  quite  as  timely  as  we  often 
would  like,  but  our  bills  seem  to  get  there  in  a  timely  fashion.  In 
any  event,  we  take  it  for  granted. 

We  have  recognized  there  are  some  things  wrong.  I  think  you 
recognize  that,  too.  It  is  our  responsibility,  both  yours  and  ours,  to 
try  to  do  something  about  correcting  these  problem. 

I  met  last  weekend  with  the  Indiana  postmasters,  Association  of 
Postmasters.  We  talked  about  what  is  wrong  inside  the  Postal 
Service.  Acts  of  terrism  in  the  work  place  still  plague  the  Postal 
Service.  They  had  different  ideas  about  what  might  be  their  cause. 
I  appreciate  their  recommendations  and  suggestions.  Whatever  the 
cause  it  must  be  addressed  and  something  must  be  done. 

I  was  pleased  to  find  that  postmasters  from  the  smaller  rural 
post  offices  in  Indiana  say  that  morale  has  never  been  higher  in 
their  offices.  They  have  a  new  attitude,  a  new  feeling  that  things 
are  looking  up  for  them;  but  unfortunately,  every  post  office  in  the 
country  does  not  experience  the  same  positive  attitude. 

We  are  pleased  today  to  have  you  testifying,  appearing  before  our 
committee  so  we  can  work  to  make  the  post  office  a  better  place 
for  our  fine  workers  to  work. 

Thank  you  for  coming  today. 

[The  prepared  statement  of  Hon.  John  T.  Myers  follows:] 
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Prepared  Statement  of  Hon.  John  T.  Myers,  a  Representative  in  Congress  From 

the  State  of  Indiana 

Mr.  Chairman  I  am  pleased  that  you  have  scheduled  this  hearing  and  I 
join  you  in  welcoming  Bert  Mackie,  Chairman  of  the  U.S.  Postal  Service's 
Board  of  Governors,  and  the  other  governors. 

The  Chairman's  personal  interest  in  all  Postal  matters  has  and  will 
continue  to  help  to  emphasize  the  importance  of  our  careful  examination  of 
several  major  issues  related  to  the  present  and  future  financial  and  operating 
health  of  our  Nation's  Postal  Service. 

I  welcome  the  Governors  and  look  forward  to  hearing  their  testimony  on 
the  general  health  and  economic  stability  of  the  Postal  Service.    Under 
Postmaster  General  Marvin  Runyon's  direction,  a  large  restructuring  was 
initiated  and  is  still  be  carried  out.    I  am  pleased  that  this  restructuring  was 
completed  without  layoffs  and  without  degrading  service  quality.    There  has 
been  pain  as  with  any  transition  or  change  of  this  scale  and  it  is  my  impression 
that  Mr.  Runyon  and  Postal  officials  are  still  working  to  correct 
miscommunications  and  other  transition-related  troubles. 

In  addition,  the  stress  in  the  Postal  work  place  is  still  running  high.    Just 
last  month  several  Postal  employees  were  killed  associated  with  the  tragic 
shootings  in  Dana  Point,  California  and  Dearborn,  Michigan.    More  needs  to 
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be  done  to  halt  this  senseless  violence  and  I  look  to  the  Governors  for  their 
input. 

Thank  you  again  Mr.  Chairman  for  your  continued  leadership  and 
guidance  related  to  the  Postal  Service  and  these  oversight  hearings. 
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Mr.  Clay.  Thank  you. 

Mr.  Wynn,  do  you  have  an  opening  statement? 

Mr.  Wynn.  Just  briefly. 

Mr.  Mackie,  I  want  to  thank  you  and  your  colleagues  for  your  ap- 
pearance here  today.  I  believe  you  have  received  a  copy  of  the 
NAACP's  analysis  of  the  personnel  situation  within  the  post  office, 
particularly  within  the  Washington  headquarters  office.  That  is  ob- 
viously my  area  of  concern. 

I  think  the  figures  have  been  well  publicized.  My  point  today 
would  not  be  to  belabor  them  but  rather  to  ask  you  to  place  a  sig- 
nificant emphasis  on  significant  approaches  you  believe  ought  to  be 
taken  with  regard  to  correcting  them,  and  also  your  opinion  of  Mr. 
Runyon's  conduct  with  respect  to  the  creation  of  these  problems,  as 
part  of  the  restructuring. 

Thank  you,  Mr.  Chairman. 

Mr.  Clay.  Thank  you.  Of  course,  we  welcome  each  of  you  to  the 
committee  this  afternoon. 

Mr.  Mackie,  you  are  the  chairman  and  the  spokesman.  You  may 
proceed  as  you  see  fit.  Without  objection,  your  entire  statement  will 
be  entered  in  the  record  at  this  point. 

In  addition,  without  objection,  the  statement  of  the  Honorable 
Don  Young  will  be  entered  into  the  record. 

[The  prepared  statement  of  Hon.  Don  Young  follows:] 
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Prepared  Statement  of  Hon.  Don  Young,  a  Representative  in  Congress  From  the 

State  of  Alaska 

I  would  like  to  commend  the  Chairman,  Mr.  Clay,  and  the 
Ranking  Minority  Member,  Mr.  Myers,  on  scheduling  this  fifth 
oversight  hearing  to  address  the  U.S.  Postal  Service  and  to  hear 
the  testimony  of  Mr.  Bert  Mackie,  Chairman  of  the  Board  of 
Governors  for  the  U.S.  Postal  Service.   As  a  member  of  this 
Committee,  I  feel  is  it  imperative  that  we  exercise  our  oversight 
authority  of  the  U.S.  Postal  Service. 

I  believe  at  no  time  since  I've  been  in  Congress  has  the 
Postal  Service  faced  as  many  challenges  as  it  does  today,  with 
it's  relationship  with  Capitol  Hill,  restructuring  of  the  postal 
system,  revenue  forgone,  and  retirement  liabilities.    I  have 
always  been  a  strong  supporter  of  the  Postal  Service  and  its 
employees.   Their  commitment  to  provide  mail  service  throughout 
the  United  States  and  the  world  has  never  been  placed  in  doubt. 
I  would  like  to  commend  Mr.  Runyon  and  his  staff  for  keeping  me 
and  my  staff  informed  of  issues  of  mutual  concern  and  for  the  US 
Postal  Service's  commitment  to  the  state  of  Alaska. 

During  the  last  eleven  months,  the  Postal  Service  has  taken 
dramatic  steps  to  increase  its  efficiency  and  move  into  the  21st 
century.   The  restructuring  plan  was  a  bold  move  that  apparently 
has  been  a  success  and  I  commend  the  US  Postal  Service  and  it's 
employees  on  a  job  well  done.   I,  however,  have  personal 
reservations  concerning  its  possible  negative  affects  on  my  home 
state  of  Alaska.   I  am  confident  that  we  can  work  through  any 
problems  with  restructuring. 

The  two  toughest  issues  facing  this  Committee  are  revenue 
forgone  and  unfunded  liabilities.  I  am  dismayed  at  the  actions  of 
the  past  Congress  and  their  efforts  concerning  revenue  forgone. 
The  past  two  years  have  produced  less  then  full  funding  with 
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accompanying  language  that  prevents  the  USPS  from  recouping  their 
losses.   It  is  time  for  Congress  to  fully  support  revenue  forgone 
or  reform  the  process.   The  USPS  formulated  a  proposal  that 
should  have  laid  the  ground  work  for  discussion  and  compromise 
between  the  non-profit  mailers,  third  class  mailers  .and  the 
unions.   This  committee  should  have  held  hearings  on  the  plan  the 
majority  created  and  heard  the  concerns  of  the  various  groups 
affected.   We  needed  to  resolve  the  problem  of  revenue  forgone 
once  and  for  all,  not  prolong  it. 

I  had  grave  concern  over  President  Clinton's  plan  to  have 
the  Postal  Service  pay  the  US  Treasury  over  a  billion  dollars  in 
the  next  few  years  associated  with  retirement  benefits  of  former 
employees.   It  was  clear  to  me  and  this  Committee  in  the  past 
that  the  Postal  Service  had  already  met  its  obligation  under  the 
1990  plan  to  reduce  the  deficit.   But,  kowtowing  to  the  White 
House  this  Committee  took  an  18  0  degree  turn  from  the  past  and 
approved  this   "interest"  payment  on  those  costs,  when  it  was  not 
in  the  original  agreement.   This  committee  and  I  have  twice 
supported  the  position  that  USPS  has  paid  their  bill  in  full. 
When  the  USPS  went  to  off -budget  status,  an  agreement  was  made 
with  the  Postal  Service,  and  it  is  time  we  kept  our  part  of  the 
agreement.   It  is  clear  that  this  new  administration  and  this 
committee  wishes  to  deficit  spend  on  the  US  Postal  Service  until 
we  force  them  to  have  a  rate  increase.   This  new  rate  increase 
will  be  nothing  more  than  a  stamp  tax,  brought  to  you  by  the 
Democrats. 

In  conclusion,  I  would  like  to  thank  Bert  Mackie  for  his 
time  and  testimony  today.   I  look  forward  to  developing  a  strong 
working  relationship  with  you  and  the  US  Postal  Service.   I  would 
encourage  Mr.  Mackie  and  the  Postal  Service  to  continue  to  keep 
the  members  of  this  committee  and  the  individual  members  of 
Congress  informed  of  the  many  issues  and  how  we  can  work  together 
to  improve  the  US  Postal  Service  and  not  work  against  each  other. 

Thank  You,  Mr.  Chairman. 

DY/cwt 
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Mr.  Clay.  You  may  proceed. 


STATEMENT  OF  BERT  H.  MACKIE,  CHAIRMAN,  BOARD  OF  GOV- 
ERNORS, UNITED  STATES  POSTAL  SERVICE,  ACCOMPANIED 
BY  SUSAN  ALVARADO,  LeGREE  DANIELS,  JOHN  GRIESEMER, 
NORMA  PACE,  ROBERT  SETRAKIAN,  AND  SAM  WINTERS, 
GOVERNORS 

Mr.  Mackie.  Thank  you,  Mr.  Chairman.  On  behalf  of  the  Gov- 
ernors of  the  U.S.  Postal  Service,  I  want  to  thank  your  committee 
for  giving  us  the  opportunity  to  participate  in  this  oversight  proc- 
ess. I  have  submitted  a  formal  statement;  I  appreciate  that  being 
put  in  the  record. 

Today,  I  want  to  discuss  briefly  the  significant  issues  and  oppor- 
tunities that  the  Governors  see  as  vital  to  the  success  of  the  U.S. 
Postal  Service.  Although  each  of  the  Governors  brings  to  the  Board 
a  unique  collection  of  views,  experiences,  and  skills,  we  are  unified 
in  our  belief  that  the  public  interest  is  served  by  effective  and  effi- 
cient postal  service.  We  also  believe  that  the  Postal  Service  has 
made  significant  progress  since  we  last  appeared  before  you  a  year 
ago.  We  are  satisfied,  and  frankly  encouraged,  that  Postmaster 
General  Marvin  Runyon's  revolution  in  customer  focus,  service 
quality,  rate  stability  and  employee  empowerment  has  been 
launched  effectively. 

The  past  year  has  been  one  of  serious  substantive  action  in  the 
Postal  Service.  We  were  faced  with  many  of  the  problems  plaguing 
small  businesses  all  over  the  United  States.  The  recession  and  ris- 
ing costs  contributed  to  declining  volume,  and  it  was  really  begin- 
ning to  take  its  toll  on  the  Postal  Service.  Fierce  competition  and 
new  technologies  were  taking  more  business  away  from  us.  Too 
much  bureaucracy  and  red  tape  were  keeping  us  from  meeting  cus- 
tomers' needs.  We  had  to  change  just  to  keep  up. 

We  had  to  make  tough  decisions  in  order  to  provide  for  the  suc- 
cess of  the  Postal  Service.  Those  decisions  included  the  reorganiza- 
tion and  downsizing.  Those  included  attacking  the  $2  billion  deficit 
we  were  facing.  We  are  pleased  that  this  was  accomplished  without 
layoffs  and  without  degrading  service  quality.  These  are  achieve- 
ments unmatched  by  any  other  organization  in  the  private  or  pub- 
lic sector. 

During  the  election  and  holiday  mailing  seasons,  we  had  thou- 
sands fewer  employees  and  higher  mail  volume.  Despite  this,  serv- 
ice did  not  suffer  and  productivity  improved.  We  applaud  all  postal 
employees  throughout  the  country  for  their  efforts  to  handle  the  re- 
structuring and  serve  their  customers  well.  They  have  helped  bet- 
ter position  the  Postal  Service  to  meet  the  primary  goals  of  the 
Governors. 

Our  first  goal  is  to  assure  that  the  Postal  Service  provides  good 
service  and  excellent  products.  We  want  our  focus  to  be  on  serving 
the  customer.  To  assure  that  it  is,  we  have  given  management  the 
responsibility  for  moving  the  Total  Quality  program  forward  and 
assuring  that  our  people  are  well-trained,  motivated,  and  positive 
when  they  interact  with  customers. 

We  fully  support  Mr.  Runyon's  efforts  to  create  a  postal  culture 
that  is  participative  and  based  on  teamwork  and  respect  for  the 
dignity  of  each  individual.  We  fully  endorse  Mr.  Runyon's  changes 
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in  management  performance  measurement,  including  making 
treatment  of  employees  one-third  of  a  manager's  rating.  We  also 
believe  Mr.  Runyon's  decision  to  include  our  unions  and  our  man- 
agement associations  in  the  Postal  Service's  leadership  council, 
which  includes  the  officers,  was  a  watershed  development. 

Let  me  also  speak  to  the  issues  of  violence  in  the  workplace. 
There  are  several  points  that  should  be  made.  One,  all  of  us  abhor 
violence  in  any  form.  In  the  recent  tragedies  that  struck  the  Postal 
Service,  Mr.  Runyon  and  management  responded  with  compassion 
and  appropriate  actions  throughout  the  country  to  provide  for  the 
welfare  of  our  employees  and  their  families.  I  want  you  to  know 
that  he  and  his  staff  kept  me  updated  from  hour  to  hour  during 
those  trying  times. 

Two,  the  Governors,  Mr.  Runyon,  management,  and  our  em- 
ployee associations  are  committed  to  significant  changes  in  the 
work  environment.  And  all  have  declared  that  violence  in  any  form 
is  unacceptable  behavior. 

Three,  meaningful  actions  to  deal  specifically  with  violence  and 
threats  are  being  taken  within  the  limits  of  the  law.  The  Governors 
are  aware  of  the  recommendations  Congress  made  after  the  Royal 
Oak  tragedy.  We  are  satisfied  that  management  is  taking  appro- 
priate steps  to  respond  to  your  concerns. 

Our  second  goal  is  to  continue  cost  containment  tempered  by 
building  revenue.  We  need  the  revenue  so  we  can  invest  in  improv- 
ing service.  The  best  way  to  build  volume  and  revenue  is  to  avoid 
a  rate  increase  as  long  as  we  possibly  can.  If  we  do  that,  we  believe 
that  we  will  retrieve  a  lot  of  the  volume  that  we  have  lost  to  com- 
petition. 

We  are  receiving  regular  briefings  on  competitive  aspects  of  our 
products  and  services.  We  want  to  increase  our  revenues  so  that  we 
can  meet  our  public  responsibilities  without  burdening  the  tax- 
payers for  public  service  subsidies.  We  have,  of  course,  freed  the 
Treasury  from  such  subsidies  for  more  than  a  decade.  We  also  con- 
tinue to  track  savings  from  our  investments  in  automation.  We  con- 
tinue, too,  to  monitor  our  capital  investments  with  an  eye  to  reduc- 
ing outlays  without  compromising  service  or  the  safety  and  work- 
ing conditions  of  our  employees.  To  assure  that  our  investments  are 
made  wisely,  we  have  undertaken  among  the  Board  a  review  of 
both  our  processes  and  compliance  with  our  safeguards  when  we 
seek  new  equipment  and  buildings.  As  a  further  check,  Mr.  Runyon 
is  personally  involved  in  the  review  of  all  major  investment  deci- 
sions presented  to  the  Board. 

In  short,  Mr.  Chairman,  we  are  focused  on  controlling  the  inter- 
nal forces  affecting  our  costs  and  ability  to  maintain  rate  stability. 

There  are,  however,  two  issues  of  concern  to  us  today  that  are 
beyond  our  direct  control — specifically,  revenue  forgone  and  further 
payments  for  retiree  health  benefits  and  cost-of-living  adjustments. 

We  are  encouraged  your  revenue  forgone  proposal  did  include  eli- 
gibility reforms  to  stop  abuses  of  this  public  service  benefit.  We  are 
encouraged  that  it  proposed  some  increases  in  the  level  of  nonprofit 
rates.  We  are  encouraged  that  you  proposed  reimbursing  the  Postal 
Service  for  past  shortfalls.  Frankly,  we  are  disappointed  that  the 
proposal  itself,  however,  fell  short  of  appropriate  financial  protec- 
tion for  the  Postal  Service.  The  truth  is  that  commercial  mailers 
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will  be  subsidizing  nonprofit  mailers  and  the  discounted  value  of 
the  reimbursement  to  the  Postal  Service  will  pay  about  half  of 
what  we  are  owed. 

On  the  issue  of  additional  payments  for  retiree  costs,  we  are  dis- 
appointed that  the  committee  adopted  the  Administration's  pro- 
posed payments,  even  though  it  spoke  up  on  the  record — as  it  has 
in  the  past— to  say  that  the  more  than  $9  billion  we  will  pay 
through  1995  satisfied  our  obligation  in  full. 

In  sum,  Mr.  Chairman,  the  imposition  of  these  new  costs  is  a 
major  threat  to  our  competitiveness.  It  will  accelerate  the  timing 
of  a  rate  increase,  and  it  will  mean  that  those  rates  will  be  a  penny 
or  two  higher  than  they  would  otherwise  be.  Those  pennies  quickly 
add  up  to  billions  of  dollars  that  our  customers  must  pay — or  de- 
cide not  to  pay  and  take  their  business  to  our  competitors.  Worst 
of  all,  the  prolonged  assault  on  the  postal  treasury  since  1985  is 
eating  away  at  our  equity  and  pushing  us  toward  an  undeserved 
deficit  position  of  our  own. 

The  Governors'  third  goal  is  related  to  rates,  primarily  improving 
the  Postal  Service's  relationship  with  the  independent  Postal  Rate 
Commission  and  working  to  improve  both  the  rate-making  process 
and  the  rate  structure.  Over  time,  we  have  received  recommenda- 
tions on  reforms  from  the  GAO  and  from  the  joint  task  force  we 
had  in  cooperation  with  the  Postal  Rate  Commission.  No  consensus 
has  emerged  to  date,  but  the  Governors  have  asked  Mr.  Runyon  to 
review  these  recommendations  and  share  his  own  ideas  with  us  as 
the  Postal  Service  moves  forward  with  its  strategic  planning  proc- 
ess. 

Our  fourth  goal  is  to  improve  our  relationship  with  Congress  and 
with  the  new  Administration.  We  have  encouraged  management  to 
increase  its  outreach  and  communications. 

In  that  spirit,  let  me  comment  on  a  specific  issue  on  which  this 
committee  expressed  itself  during  this  year's  oversight  process.  The 
Governors  are  aware  of  the  issue  of  the  diversity  at  postal  head- 
quarters after  restructuring.  Let  me  address  it.  I  hope  you  will  give 
the  other  Governors  an  opportunity  to  comment  also. 

I  think  two  points  are  essential  to  make.  First,  affirmative  action 
has  been  the  driver  of  diversity  in  the  Postal  Service  for  many 
years.  The  Governors  and  postal  management  remain  committed  to 
preparing  women  and  minorities  to  compete.  Our  diversity  is  one 
of  our  greatest  competitive  advantages,  and  we  will  continue  to 
view  affirmative  action  as  a  key  element  in  promoting  diversity. 

Second,  diversity  development,  the  new  function  established  in 
the  restructuring,  is  intended  to  build  on  the  solid  foundation  of  af- 
firmative action.  Just  as  sound  business  practice  demands  we  offer 
a  diverse  line  of  products  and  services,  so  too  does  it  dictate  we  em- 
ploy and  develop  a  culturally  diverse  work  force  that  is  in  tune 
with  the  needs  of  the  diverse  customer  base  we  serve. 

Mr.  Chairman,  let  me  close  my  statement  with  a  personal  note 
that  I  hope  will  help  the  committee  understand  the  Governors' 
view  of  our  responsibilities  and  the  seriousness  with  which  we  take 
them. 

You  will  recall  last  January  the  Governors  were  instructed  by 
President  Bush  to  withdraw  our  court  challenges  to  actions  taken 
by  the  Postal  Rate  Commission  in  the  last  rate  case.  Each  Gov- 
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ernor  was  called  upon  to  vote  our  own  conscience  and  to  call  upon 
our  independent  sense  of  duty  during  those  days.  That  is  what  we 
are  called  upon  to  do  in  every  decision  we  make. 

All  of  us  who  serve  on  the  Board  of  Governors  are  deeply  hum- 
bled by  the  responsibilities  we  have  accepted  and  we  respect  the 
contributions  that  you  and  others  make  to  strengthen  the  perform- 
ance of  the  postal  system.  That  is  the  spirit  in  which  we  appear 
here  today. 

Thank  you  very  much,  Mr.  Chairman.  At  this  time  we  would  be 
happy  to  respond  to  your  questions. 

[The  prepared  statement  of  Mr.  Mackie  follows:] 
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Prepared  Statement  of  Bert  H.  Mackie,  Chairman, 
Board  of  Governors,  U.S.  Postal  Service 

Mr.  Chairman,  on  behalf  of  the  Governors  of  the  Postal  Service,  I  want  to 
thank  your  Committee  for  the  opportunity  to  participate  in  the  oversight  process.  All 
of  the  Governors  appreciate  deeply  how  seriously  the  Committee  takes  its  oversight 
role.  At  a  fundamental  level,  we  share  this  role  with  you,  and  we  certainly  understand 
that  the  Postal  Service  presents  very  complex,  often  difficult,  and  always  challenging 
issues  and  opportunities.  The  Governors  also  appreciate  and  respect  the  work  the 
Committee  does  to  support  the  Postal  Service. 

Today,  I  want  to  discuss  briefly  the  significant  issues  and  opportunities  that  the 
Governors  see  as  vital  to  the  success  of  the  United  States  Postal  Service.  Although 
each  of  the  Governors  brings  to  the  Board  a  unique  collection  of  views,  experiences, 
and  skills,  we  are  unified  in  our  belief  that  the  public  interest  is  served  by  an  effective 
and  efficient  Postal  Service.  We  are  unified,  too,  in  our  belief  that  the  Postal  Service 
has  made  significant  progress  in  areas  important  to  the  Governors,  the  Committee 
and  --  most  important  --  to  postal  customers  since  we  last  appeared  before  you  a 
year  ago. 

We  are  satisfied  --  and,  frankly,  encouraged  -  that  Postmaster  General  Marvin 
Runyon's  so-called  "revolution"  in  customer  focus,  service  quality,  rate  stability,  and 
employee  empowerment  has  been  launched  effectively.  We  recognize  that  much  is 
still  to  be  done,  but  we  are  confident  that  we  chose  wisely  when  we  selected  Marvin  a 
year  ago  to  lead  the  dedicated  men  and  women  of  the  Postal  Service  toward 
sustained  higher  performance. 

We  believe  that  we  have  an  excellent  combination  in  the  leadership  of  the 
Postal  Service  today.  We  have  an  "activist"  board  focused  on  providing  guidance 
and  determining  overall  policies  and  priorities.  We  have  a  chief  executive  officer 
who  is  widely  acknowledged  as  a  man  of  action.  He  is  empowered  by  the  Governors 
to  bring  increased  businesslike  accountability,  credibility  and  competitiveness  to  the  , 
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nation's  postal  system.  We  need  this  combination  of  activism  and  action,  in  my  view, 
because  these  are  difficult  times  requiring  serious  actions  from  the  Postal  Service. 

The  past  year  has  been  one  of  substantive  action  in  the  Postal  Service.  We 
were  faced  with  many  of  the  problems  plaguing  all  businesses.  The  recession  and 
rising  costs  contributed  to  declining  volume.  Fierce  competition  and  new 
technologies  were  taking  more  business  away  from  us.  Too  much  bureaucracy  and 
red  tape  were  keeping  us  from  meeting  customers'  needs.  We  had  to  change  just  to 
keep  up. 

The  Governors  and  management  had  to  make  tough  decisions  in  order  to 
provide  for  the  success,  strength  and  survival  of  the  Postal  Service.  Those  decisions 
included  reorganization  and  downsizing  of  overhead  positions;  in  a  sense,  we 
responded  to  one  of  your  Committee's  concerns  expressed  last  year,  our  high  ratio  of 
supervisory  to  craft  positions.  We  also  took  numerous  budgetary  actions  in  order  to 
attack  the  $2  billion  deficit  we  were  facing.  The  Governors  are  pleased  that  Mr. 
Runyon's  restructuring  and  other  initiatives  to  stabilize  the  finances  of  the  Postal 
Service  were  accomplished  without  layoffs  and  without  degrading  service  quality. 
These  are  achievements  unmatched  by  any  other  organization  in  the  private  or  public 
sector. 

During  the  election  and  holiday  mailing  seasons,  we  had  thousands  fewer 
employees  and  higher  mail  volume.  Despite  this,  service  did  not  suffer,  and 
productivity  improved.  We  applaud  all  postal  employees  for  their  efforts  to  handle  the 
restructuring  and  serve  their  customers  well. 

They  have  helped  to  better  position  the  Postal  Service  to  hold  down  costs, 
stabilize  rates,  and  improve  service  so  that  we  can  compete  and  survive  in  the 
communications  marketplace.  And,  their  achievements  provide  the  foundation  on 
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which  postal  management  can  build  and  meet  the  goals  on  which  the  Governors  are 
focused  at  the  present  time. 

Our  first  goal  is  to  assure  that  the  Postal  Service  provides  good  service  and 
excellent  products.  We  want  our  focus  to  be  on  serving  the  customer.  To  assure  that 
it  is,  we  have  given  management  the  responsibility  for  moving  the  total  quality 
program  forward  and  assuring  that  our  people  are  well-trained,  motivated,  and 
positive  when  they  interact  with  customers.  We  receive  regular  reports  on  these 
efforts,  and  we  closely  monitor  the  results  from  our  independent  measurement 
systems  for  First-Class  Mail  service  and  overall  customer  satisfaction. 

We  also  fully  support  Mr.  Runyon's  efforts  to  create  a  postal  culture  that  is 
participative  and  based  on  teamwork  and  respect  for  the  dignity  of  each  individual. 
The  all-employee  opinion  survey  has  indicated  the  need  to  involve  employees  more 
in  the  decisions  that  affect  their  work.  To  get  employee  commitment  to  customers, 
we  have  to  be  committed  to  our  employees.  Work  is  underway  to  transform  the 
culture  of  the  Postal  Service.  The  managers  chosen  in  the  restructuring  were 
selected  for  their  strong  people  skills,  and  the  changes  in  management  performance 
measurement  -  including  making  treatment  of  employees  one  third  of  a  manager's 
rating  -  are  fully  endorsed  by  the  Governors. 

We  also  believe  that  Mr.  Runyon's  decision  to  include  our  unions  and  our 
management  associations  in  the  membership  of  the  Postal  Service's  leadership 
council  -  which  includes  the  Officers  as  well  -  was  a  watershed  development. 
This  group  meets  weekly  to  discuss  the  issues  facing  the  Postal  Service,  and  having 
the  unions  and  associations  present  is  a  declaration  that  management  wants  their 
participation  and  involvement. 

Let  me  also  speak  to  the  issue  of  violence  in  the  workplace.  There  are  severaj 
points  that  should  be  made.  One,  all  of  us  abhor  violence  in  any  form.  In  the  recent . 
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tragedies  that  struck  the  Postal  Service.  I  was  personally  kept  informed  --  almost 
hourly  during  the  initial  phases  of  the  crises.  I  believe  that  Mr.  Runyon  and 
management  responded  with  compassion  and  appropriate  actions  throughout  the 
country  to  provide  for  the  welfare  of  our  employees  and  their  families. 

Two,  the  Governors,  Mr.  Runyon,  management  and  our  employee 
organizations  are  committed  to  substantive  changes  in  the  work  environment.  And  all 
have  declared  that  violence  in  any  form  is  unacceptable  behavior. 

Three,  meaningful  actions  to  deal  specifically  with  violence  and  threats  are 
being  taken  within  the  limits  of  the  law.  The  Governors  are  aware  of  the 
recommendations  Congress  made  after  the  Royal  Oak  tragedy.  Some  of  these 
recommendations  have  been  implemented  or  were  consistent  with  existing  policies, 
and  we  are  satisfied  that  management  is  taking  appropriate  steps  to  respond  to  your 
concerns. 

Our  second  goal  is  to  continue  cost  containment  tempered  by  building 
revenue.  We  need  the  revenue,  so  we  can  invest  in  improving  service.  The  best  way 
to  build  volume  and  revenue  is  to  avoid  a  rate  increase  as  long  as  we  possibly  can.  If 
we  do  that,  we  believe  that  we  will  retrieve  a  lot  of  the  volume  that  we've  lost  to 
competition. 

There  are  several  opportunities  in  this  area  that  the  Governors  monitor  closely. 
We  are  receiving  regular  briefings  on  the  competitive  aspects  of  our  products  and 
services.    We  want  product  investment  to  be  prudent  and  to  increase  our  revenues 
so  that  we  meet  our  public  service  responsibilities  without  burdening  the  taxpayers  for 
public  service  subsidies.  We  have,  of  course,  freed  the  Treasury  from  such  subsidies 
for  more  than  a  decade. 

We  also  continue  to  track  progress  toward  achieving  savings  from  our 
investments  in  automation,  which  will  accelerate  in  1 994  and  1 995.  We  continue, 
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too,  to  monitor  our  capital  investments  with  an  eye  to  reducing  outlays  without 
compromising  service  or  the  safety  and  working  conditions  of  our  employees.  To 
assure  that  our  investments  are  made  wisely,  we  have  undertaken  among  the  Board 
a  review  of  both  our  processes  and  our  compliance  with  our  safeguards  when  we 
seek  new  equipment  and  buildings.  As  a  further  check,  Mr.  Runyon  is  personally 
involved  in  the  review  of  all  major  investment  decisions  presented  to  the  Board. 

In  short,  Mr.  Chairman,  we  are  focused  on  controlling  the  internal  forces 
affecting  our  costs  and  ability  to  maintain  rate  stability. 

There  is,  however,  one  overriding  issue  of  concern  to  us  today  that  is  beyond 
our  direct  control.  That  is  the  Congress's  and  the  Administration's  effort  to  reduce  the 
federal  deficit  --  and,  specifically,  the  issues  of  revenue  forgone  and  further  payments 
for  retiree  health  benefits  and  cost  of  living  adjustments. 

The  Governors  appreciate  the  political  dilemma  this  Committee  and  the 
Congress  face  in  trying  to  resolve  these  public  policy  issues.  But  we  are  seriously 
concerned  that  the  actions  taken  to  date  in  this  long  process  point  toward  the  further 
transfer  of  billions  of  dollars  in  new  costs  to  the  Postal  Service  and,  ultimately,  to  its 
ratepayers. 

The  Governors'  perspective  on  these  issues  is  the  same  as  management's. 
We  are  both  encouraged  and  disappointed  in  the  Committee's  recommendations  for 
deficit  reduction. 

We  are  encouraged  that  your  proposal  for  resolving  revenue  forgone 
underfunding  did  include  some  eligibility  reforms  to  stop  abuses  of  this  public  service 
benefit.  We  are  encouraged  that  it  proposed  some  increases  in  the  level  of  nonprofit 
rates.  We  are  encouraged  that  you  proposed  reimbursing  the  Postal  Service  for  past 
shortfalls.  Frankly,  we  are  disappointed  that  the  proposal  itself,  however,  fell  short  of 
appropriate  financial  protection  for  the  Postal  Service.  The  truth  is  that  commercial    . 
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mailers  will  be  subsidizing  nonprofit  mailers,  and  the  discounted  value  of  the 
reimbursement  to  the  Postal  Service  will  pay  about  half  of  what  we  are  owed. 

On  the  issue  of  the  additional  payments  for  retiree  costs,  we  are  disappointed 
that  the  Committee  adopted  the  Administration's  proposed  payments,  even  though  it 
spoke  up  on  the  record  -  as  it  has  in  the  past  --  to  say  that  the  more  than  $9  billion 
we  will  pay  through  1995  satisfied  our  obligation  in  full.  On  the  other  hand,  we  are 
encouraged  --  though  faintly  --  that  the  Committee's  recommendations  include 
language  that  these  new  payments  should  be  regarded  as  closing  the  books  on  our 
past  obligations  once  and  for  all.  We  feel  that  this  is  imperative,  if  for  no  other  reason 
that  we  cannot  escape  the  irony  that  the  Postal  Service  was  created  so  that  it  ceased 
to  be  a  drain  on  the  federal  Treasury,  and  now  that  we  have  achieved  this  aim,  that 
the  federal  Treasury  is  becoming  a  drain  on  postal  resources. 

In  sum,  Mr.  Chairman,  the  imposition  of  these  new  costs  work  against  our  goal 
of  holding  costs  and  rates  in  check.  The  pass  through  of  these  costs  --  which  ought 
to  be  the  responsibility  of  the  taxpayers  --  is  a  major  threat  to  our  competitiveness.  It 
will  accelerate  the  timing  of  a  rate  case,  and  it  will  mean  that  those  rates  will  be  a 
penny  or  two  higher  than  they  would  otherwise  be.    Those  pennies  quickly  add  up  to 
billions  of  dollars  that  our  customers  must  pay  --  or  decide  not  to  pay  if  they  take  their 
business  to  competitors,  which  is  what  we  are  trying  to  avoid.  Worst  of  all,  the 
prolonged  federal  assault  on  the  postal  treasury  since  1985  is  eating  away  at  our 
equity  and  pushing  us  toward  an  undeserved  deficit  position  of  our  own. 

The  Governors'  third  goal  also  is  related  to  rates,  primarily  improving  the 
Postal  Service's  relationship  with  the  independent  Postal  Rate  Commission  and 
working  to  improve  both  the  ratemaking  process  and  the  rate  structure.    The  Postal 
Service  introduced  its  customers  to  a  simplified  rule  book  at  National  Postal  Forum    ( 
two  weeks  ago.  The  underlying  philosophy  was  to  cut  through  red  tape  and  make  it  . 


403 


-7- 
easier  to  do  business  with  us.  We  ought  to  apply  the  same  philosophy  to  postage 
rates. 

As  it  stands  today,  we  cant  memorize  the  rate  structure  ...  we  can't  administer 
it  properly  ...  and  we  can't  compete  without  some  added  flexibility.  So,  we  want  to 
pursue  some  reforms  in  the  process.  To  do  that,  we  need  to  continue  to  work  to 
improve  our  relationship  with  the  Postal  Rate  Commission,  which  includes  assuring 
that  it  has  the  information  necessary  to  perform  its  functions.  On  the  other  hand,  the 
Governors  are  aware  and  are  concerned  that  the  Rate  Commission  is  increasingly 
being  pressured  by  various  interests  to  initiate  inquiries  about  postal  operations  that 
are  unrelated  to  its  statutory  obligations.  We  don't  believe  it  is  healthy  for  the 
Commission  to  become  captive  to  either  the  Postal  Service  or  any  other  interests,  but 
we  do  believe  that  within  this  parameter,  cooperation  on  process  reforms  is  possible. 

Over  time,  we  have  received  recommendations  on  reforms  from  the  GAO  and 
from  the  joint  task  force  we  had  with  the  Postal  Rate  Commission.  No  real 
consensus  has  emerged  to  date,  but  the  Governors  have  asked  Mr.  Runyon  to 
review  these  recommendations  and  share  his  own  assessment  and  ideas  with  us  as 
the  Postal  Service  moves  forward  with  its  strategic  planning  process. 

Our  fourth  goal  is  to  improve  our  relationship  with  Congress  and  the  new 
Administration.    We  have  encouraged  management  to  increase  its  outreach. 

Mr.  Runyon  and  his  managers  have  met  with  top  staff  at  the  White  House, 
Treasury,  and  OMB.    The  Postal  Service  is  participating  in  a  variety  of  inter-agency 
efforts  to  examine  everything  from  health  and  safety  issues  ...  to  technology  ...  to 
policies  affecting  the  future  communications  infrastructure  of  our  nation.  And,  they 
have  kept  the  lines  of  communication  with  the  Congress  open  in  order  to  be 
responsive  to  your  needs  and  concerns. 
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In  that  spirit,  let  me  comment  -  as  promised  -  on  a  few  of  the  specific  issues 
on  which  this  Committee  has  expressed  itself  during  last  and  this  year's  oversight 
process.  We  do  listen,  and  we  do  respond. 

One  of  the  issues  that  arose  a  year  ago  was  concern  that  the  Governors  not 
serve  as  a  rubber  stamp  for  postal  management.  As  I  said  earlier,  we  are  an  activist 
group  -  not  micro-managers,  but  actively  engaged  in  providing  guidance 
and  support  to  management  on  the  major  issues  affecting  the  health  of  the  Postal 
Service. 

We  also  heard  last  year  that  it  seemed  odd  that  we  had  only  one  standing 
Board  committee  -  for  audit.  We  don't  have  committees  for  committees'  sake,  but 
we  have  added  two  this  year  to  examine  matters  of  substance.  One  is  the  Capital 
Investment  Committee,  which  as  I  mentioned  is  reviewing  our  process  and 
compliance  with  the  safeguards  we  have  established.  We  also  have  established  a 
By-laws  Committee  to  review  the  Board's  procedures  and  the  type  of  approvals  and 
information  it  should  be  reviewing.  We  haven't  looked  at  these  things  for  a  number  of 
years,  and  we  need  to  modernize  them  and  bring  them  into  line  with  the  requirements 
of  the  Postal  Service's  new  way  of  doing  business  in  its  new  organizational  structure. 

In  terms  of  more  current  concerns  of  the  Committee,  the  Governors  are  aware 
of  the  issue  of  the  diversity  of  Postal  Headquarters  after  the  restructuring.  Let  me 
address  it,  and  I  hope  you  will  give  the  other  Governors  an  opportunity  to  address  this 
issue  in  your  questioning.  I  think  they  can  offer  important  insights  individually. 

I  think  two  points  are  essential  to  make.  First,  affirmative  action  has  been  the 
driver  of  diversity  in  the  Postal  Service  for  many  years.  The  Governors  and  postal 
management  remain  committed  to  preparing  women  and  minorities  to  compete.  Our 
diversity  is  one  of  our  greatest  competitive  advantages,  and  we  will  continue  to  view  , 
affirmative  action  as  a  key  element  in  promoting  diversity. 


405 


-9- 
Second,  Diversity  Development,  the  new  function  established  in  the 
restructuring,  is  intended  to  build  on  the  solid  foundation  of  affirmative  action.  Just  as 
sound  business  practice  demands  that  we  offer  a  diverse  line  of  products 
and  services,  so  too  does  it  dictate  that  we  employ  and  develop  a  culturally  diverse 
workforce  that  is  in  tune  with  the  needs  of  the  diverse  customer  base  we  serve. 
Through  its  work  within  the  Postal  Service  and  outside  with  customers  and  vendors, 
this  new  function  will  assure  that  we  remain  what  we  have  always  been  -  a  beacon 
of  opportunity  for  people  regardless  of  color  or  gender,  whether  they  work  for  or  with 
the  Postal  Service. 

Mr.  Chairman,  let  me  close  my  statement  now  with  a  personal  note  that  I  hope 
will  help  the  Committee  understand  the  Governors'  view  of  our  responsibilities  and 
the  seriousness  with  which  we  take  them. 

In  January,  the  very  day  I  was  selected  as  Chairman  of  the  Board,  we  faced  a 
very  difficult  decision.  You  will  recall  that  the  Governors  were  instructed 
by  President  Bush  to  withdraw  our  court  challenges  to  actions  taken  by  the  Postal 
Rate  Commission  in  the  last  rate  case. 

Each  Governor  was  called  upon  to  vote  our  own  conscience  and  to  call  upon 
our  independent  sense  of  duty  during  those  days.  My  perspective  was  that  I  did  not 
want  to  defy  an  order  of  the  President.  In  fact,  to  me  defiance  never  was  an  issue. 

I  hoped  that  the  President  would  understand  --  as  I  did  --  that  rate 
independence  is  an  issue  affecting  billions  of  dollars  and  that  it  is  vital  to  the  long- 
term  success,  strength,  and  survival  of  the  Postal  Service.  Every  decision  that  I 
made  stemmed  from  that  fundamental  belief. 

Each  Governor,  I  believe,  similarly  examined  this  issue  and  voted  his  or  her 
conscience.  That  is  what  we  are  called  upon  to  do  in  every  decision  we  make.  All  of , 
us  who  serve  on  the  Board  of  Governors  are  deeply  humbled  by  the  awesome 
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responsibilities  we  have  accepted,  and  we  respect  the  contributions  that  others  make 
to  strengthen  the  performance  of  the  Postal  Service  so  that  it  continues  to  contribute 
to  our  nation's  health  and  security. 

That  is  why  our  goals  are  based  on  the  basic  principles  of  responsive 
government  delegated  to  us  by  the  Congress  along  with  our  statutory  mandates.  Our 
goals  recognize  the  importance  of  customer  input,  employee  involvement,  and 
cooperation  and  outreach  to  other  agencies  of  the  government. 

That  is  the  spirit  in  which  we  appear  here  today. 

Thank  you  very  much,  Mr.  Chairman.  At  this  time,  we  would  be  happy  to 
respond  to  your  questions. 


407 

Mr.  Clay.  Thank  you. 

Mr.  Chairman,  the  Subcommittee  on  Oversight  and  Investigation 
is  involved  in  investigating  the  Inspection  Service  drug  sting  that 
took  place  in  Cleveland  recently  which  nabbed  20  innocent  postal 
employees  and  perhaps  others.  Last  night  on  ABC,  in  a  television 
news  report,  we  learned  a  similar  sting  operation  involving  the 
same  inspectors  and  the  same  informants  occurred  in  Toledo.  We 
would  like  to  ask  you  how  many  drug  sting  operations  is  the  In- 
spection Service  running? 

Mr.  Mackie.  This  past  year  we  had  approximately  428  internal 
cases.  I  don't  think  I  would  define  them  as  "drug  stings";  but  we 
had  428  cases  all  together.  Between  that  and  our  external  drug 
cases  in  the  past  year,  we  recovered  $21  million  in  cash  from 
drugs. 

I  might  just  add  that  the  Governors  are  outraged  by  what  we 
heard  out  of  Cleveland  and  Toledo,  Ohio.  I  personally  have  sat 
down  with  the  Chief  Inspector,  Ken  Hunter,  and  reviewed  this 
total  situation  with  him.  He  has  laid  out  a  program  that  I  feel  com- 
fortable with.  He  put  two  or  three  of  his  best  people  in  charge  of 
a  full  review  of  these  drug  stings  throughout  the  country.  They  are 
reviewing  to  see  if  there  are  other  incidents  that  have  occurred  or 
are  about  to  occur.  We  know  of  none  besides  Cleveland  and  Toledo. 

We  are  embarrassed  about  this  situation.  It  has  our  attention.  It 
has  the  attention  of  management.  Mr.  Runyon  and  Ken  Hunter 
have  promised  us  that  things  will  be  taken  care  of. 

Mr.  Clay.  Do  you  only  know  of  two  sting  operations,  Toledo  and 
Cleveland?  Yet  you  say  you  spent  $21  million  in  buying  narcotics? 

Mr.  Mackie.  No,  sir. 

Mr.  Clay.  What  did  you  say? 

Mr.  Mackie.  We  have  recovered  $21  million  in  drug  money 
through  the  last  year  that  was  being  laundered  through  the  mail. 
A  lot  of  this  is  money  that  is  coming  in  from  overseas,  off  our  bor- 
ders. 

Mr.  Clay.  Tell  me  about  the  expertise  of  your  drug  enforcers.  Ac- 
cording to  the  ABC  report  last  night,  and  Mr.  Hunter,  you  cited — 
I  watched  the  report.  When  he  was  asked,  how  much  training  do 
you  give  the  drug  investigators,  he  said  one  week.  Is  that  true? 

Mr.  Mackie.  There  is  a  lot  more  training  than  one  week.  I  can- 
not give  you  the  overall  training.  I  will  provide  that  for  the  record. 

It  wasn't  Mr.  Hunter,  Mr.  Chairman,  on  TV  last  night.  It  was  a 
spokesman  for  the  service. 

[The  information  referred  to  follows:] 

The  Postal  Inspector  Basic  Training  Program  consisted  of  11  weeks  of  training 
throughout  the  1980s.  It  was  expanded  to  a  12-week  program  in  January  1991  and 
to  a  14-week  program  in  January  1993. 

The  Postal  Inspector  Basic  Training  Program  is  designed  to  introduce  new  Postal 
Inspectors  to  the  facets  of  work  likely  to  be  encountered  upon  graduation.  In  addi- 
tion, specialized  training  is  given  to  Postal  Inspectors  when  they  are  selected  for 
particular  assignments. 

Following  graduation  from  Basic  Postal  Inspector  Training  Program,  Postal  In- 
spectors receive  six  months  of  on-the-job  training  under  the  Post-Basic  Training 
(PBT)  Program.  The  PBT  program  is  designed  to  provide  all  new  Postal  Inspectors 
meaningful  exposure  to  field  work  in  their  assigned  division.  After  Post-Basic  Train- 
ing, new  Postal  Inspectors  remain  under  the  instruction  and  supervision  of  an  expe- 
rienced Postal  Inspector  for  the  next  three  years,  until  reaching  the  journeyman 
level. 
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In  addition,  Postal  Inspectors  assigned  to  specialize  in  the  investigation  of  em- 
ployee violations  involving  narcotics  normally  receive  a  one-week  in-service  course. 
This  course,  which  is  comprised  of  approximately  40  hours,  is  taught  at  a  field  loca- 
tion. In  addition  to  classroom  lecture,  practical  exercises  are  utilized  on  four  of  the 
five  days.  The  course  includes  the  following  blocks  of  instruction  and  is  taught  by 
experienced  Postal  Inspectors  and  forensic  scientists: 

Drugs  and  drug  paraphernalia; 

Undercover  operations; 

Evidence  handling; 

Surveillance; 

Confidential  informants; 

Search  and  seizure; 

Technical  equipment; 

Legal  and  labor  law; 

Drug  field  testing; 

Street  arrests  and  building  entries; 

Media  relations; 

Forfeiture;  and 

Practical  exercises. 

Mr.  Clay.  Where  do  they  train?  Do  they  go  to  any  of  the  govern- 
ment facilities,  the  DEA  facilities,  the  FBI  facilities?  Do  you  have 
your  own  training  resources? 

Mr.  Mackie.  We  have  our  own  training  facility,  the  Bolger  Man- 
agement Academy,  in  Potomac,  Maryland. 

We  have  been  assured  that  our  postal  inspectors  are  well 
trained. 

Let  me  go  a  step  further  and  say  we  have  approximately  2,000 
inspectors.  They  are  trained  in  drug  enforcement  whether  they  do 
audit  work  or  whether  they  do  enforcement.  They  are  trained  to  do 
both. 

There  were  two  inspectors  involved  in  the  Toledo  and  Cleveland, 
Ohio,  sting  operations.  They  are  being  thoroughly  reviewed  at  this 
time.  The  inspector  in  charge  of  those  two  individuals  has  been  re- 
moved from  his  duties  in  Cleveland  and  I  really  believe  that  every- 
thing  

Mr.  Clay.  What  happened  to  him?  He  has  been  removed?  Trans- 
ferred to  someplace  else? 

Mr.  Mackie.  Transferred. 

Mr.  Clay.  Not  removed  like  these  20  individuals  were  removed 
from  service? 

Mr.  Mackie.  Not  yet. 

Mr.  Clay.  What  about  the  two  inspectors  who  have  been  accused 
of  violating  the  basic  rights  of  these  20  employees?  Have  they  been 
removed  from  the  service? 

Mr.  Mackie.  They  have  not  been  removed  from  the  service. 

This  question  was  asked  management.  Management  did  follow 
our  employment  guidelines.  They  are  being  assessed  at  this  time. 
We  should  know  in  the  next  week  or  two  what  that  decision  will 
be. 

Mr.  Clay.  Can  you  tell  me  what  happened  out  there  that  20  in- 
nocent people  could  be  abused  as  these  people  were  abused — no  due 
process,  no  protection  of  their  rights?  Can  you  tell  me  how  this  can 
happen  in  one  sting  in  the  Postal  Service,  and  perhaps  others?  And 
they  were  getting  ready  to  do  it  again  in  Toledo  according  to  our 
information;  except  the  prosecutor  said,  get  out  of  here  with  this 
junk,  we  are  not  going  to  indict  people  based  upon  this  kind  of  flim- 
sy evidence. 
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Could  you  tell  me  how  this  could  develop  and  happen  in  the  Post- 
al Service? 

Mr.  Mackie.  Again,  we  are  outraged.  We  are  embarrassed.  Inter- 
nal controls  that  were  to  have  been  followed  by  these  two  inspec- 
tors were  not  followed  whatsoever  in  most  regards.  The  two  inspec- 
tors took  the  easy  way  out  from  what  I  could  see  and  what  we 
could  see,  and  just  did  not  follow  the  guidelines  that  the  Inspection 
Service  has  in  a  drug  sting. 

Mr.  Clay.  Who  authorized  the  payment  in  excess  of  $250,000  in 
this  sting  operation? 

Mr.  Setrakian.  May  I  have  the  mike  for  a  second? 

Mr.  Mackie.  Governor  Setrakian. 

Mr.  Setrakian.  Mr.  Chairman,  I  don't  know  if  I  can  add  more 
to  this.  I  want  you  to  hear  from  another  Governor,  too,  to  under- 
stand that  we  are  in  total  concurrence  with  your  outrage  on  what 
developed  in  Cleveland. 

I  think  it  should  be  noted,  and  maybe  it  is  evident  to  everybody: 
I  don't  know  when  this  occurrence  started.  In  1991?  Since  that 
time,  there  has  been  a  change  in  the  leadership  of  the  Inspection 
Service.  There  also  has  been  a  reorganization  of  the  Inspection 
Service  which  could  be,  and  hopefully  will  be,  the  kind  of  manage- 
ment that  will  make  these  problems  more  evident  than  obviously 
they  were. 

My  concern  is  that  it  did  happen  and  that  there  are  20-some  em- 
ployees of  the  Postal  Service  that  have  been  totally  mishandled. 

Mr.  other  side  of  the  coin  is  that  we  have  2,000  inspectors  out 
there  that  are  professional  in  every  sense  of  the  word  and  that 
are 

Mr.  Clay.  Tell  me  about  their  professionalism.  Tell  me  about 
their  training.  I  want  to  know  what  qualifies  them  as  professionals 
in  this  area. 

Mr.  Setrakian.  In  the  case  of  those  that  are  on  the  audit  side 
of  the  Inspection  Service,  Mr.  Chairman,  they  are  all — they  all 
have  to  be  CPA  ticketed.  By  and  large,  they  are 

Mr.  Clay.  Do  they  do  investigations?  They  go  around  and  set  up 
these  sting  operations,  these  CPAs? 

Mr.  Setrakian.  No. 

Mr.  Clay.  We  are  talking  about  drug  sting  operations.  Tell  me 
about  the  professionals  who  are  conducting  these  drug  sting  oper- 
ations where  20  innocent  people  were  arrested — some  of  them 
forced  to  plead  guilty  rather  than  face  a  trial  where  they  were 
going  to  be  framed  and  dismissed  from  the  Postal  Service.  Tell  me 
about  the  professionalism  that  is  taking  place. 

Mr.  Setrakian.  I  couldn't  agree  with  you  more  in  regards  to 
those  that  were  involved  in  this  sting  operation.  I  am  only  aware 
of  one  sting  operation;  that,  I  think,  is  the  one  we  are  talking 
about. 

Mr.  Clay.  Let  me  get  back  to  the  Chairman. 

You  said  in  your  statement  that  you  monitor  very  closely  oper- 
ations of  the  Postal  Service  and  you  are  briefed,  all  of  you  are 
briefed.  Were  you  briefed  on  the  Cleveland  sting  operation? 

Mr.  Mackie.  No,  sir.  Not  thoroughly  briefed  until  yesterday. 

Mr.  CLAY.  Don't  you  think  that  that  is  something  so  important 
that  you  should  have  been  briefed  on  it? 


410 

Mr.  Mackie.  Mr.  Chairman,  it  certainly  is.  We  had  another  thor- 
ough meeting  this  morning.  Besides  being  briefed  semiannually  by 
the  Chief  Postal  Inspector — he  will  be  briefing  us  monthly  concern- 
ing this  particular  issue. 

Mr.  Clay.  I  hope  he  is.  You  see,  you  are  being  treated  just  like 
this  Committee.  You  do  not  get  the  important  information  that  you 
ought  to  have,  so  how  can  you — how  can  you  discharge  your  re- 
sponsibilities if  you  do  not  know? 

Were  you  briefed  on  the  Toledo  drug  sting  operation? 

Mr.  Mackie.  At  the  same  time. 

Mr.  Clay.  After  the  fact? 

Mr.  Mackie.  After  the  fact,  yes. 

Mr.  Clay.  Don't  you  think  you  should  have  known  about  this  be- 
fore? 

Mr.  Mackie.  Mr.  Chairman,  we  should  have.  I  have  no  excuse 
except  that  our  downsizing  and  restructuring  and  having  new  peo- 
ple in  place  has  eliminated  the  communication. 

Mr.  Clay.  Excuse  me.  There  is  a  vote  on  the  Floor.  The  commit- 
tee will  recess  for  10  minutes. 

[Recess.] 

Mr.  Clay.  The  Committee  will  come  to  order. 

Mr.  Myers. 

Mr.  Myers.  Thank  you,  Mr.  Chairman.  I,  along  with  all  Members 
of  this  committee,  am  concerned  about  the  two  Ohio  cases,  about 
what  motivated  this  event  to  happen.  I  am  sure  we  will  know  at 
some  future  time. 

The  Postal  Service  seems  to  be  on  top  of  this.  We  appreciate  that 
the  Chairman  was  kidding  me  a  while  ago  about  the  Postmaster's 
comment  that  their  attitude  and  morale  was  high.  He  wondered 
what  was  wrong  with  Indiana  that  we  have  high  morale.  Things 
are  always  better  in  Indiana.  Stop  off  sometime  on  the  way  to  Mis- 
souri. You  might  like  it.  Stay  out  of  the  Seventh  District,  though, 
that's  my  territory. 

One  of  the  things  we  talked  about  was  work  place  terrorism,  the 
Postmasters  agreed  that  hiring  practices — I  am  a  veteran,  and  I  al- 
ways defended  the  veterans'  hiring  practices,  but  they  said  some  of 
the  people  they  were  forced  to  accept  had  emotional  problems  in 
the  military,  but  because  of  the  veterans  preference,  they  had  no 
choice  but  to  accept  these  problems. 

Would  you  concur?  I  know  it  is  early  to  make  a  diagnosis.  Is  that 
one  of  the  problems  we  have  today? 

Mr.  Mackie.  Most  of  the  violence  we  have  had  in  the  workplace 
has  been  caused  by  veterans. 

We  have  tightened  our  employment  screening.  We  do  and  can  get 
access  to  information  on  these  individuals.  In  many  areas,  we  have 
found  that  the  internal  controls  were  not  being  fully  complied  with 
in  the  hiring  practices.  That  is  one  of  the  major  areas  that  we  are 
looking  at  at  this  time  in  working  with  them. 

Mr.  Myers.  Well,  that  is  a  whole  new  problem.  I  still  defend  the 
veterans'  rights  to  jobs,  all  things  being  equal.  I  think  we  all  agree 
with  that.  But  to  hire  someone  who  is  unemployable  anyplace  else 
presents  a  lot  of  problems.  I  hope  you  look  into  that  and  make  rec- 
ommendations. 
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Mr.  Mackie.  I  would  like  to  call  on  Governor  Griesemer  for  com- 
ments concerning  that. 

Mr.  Griesemer.  Congressman,  this  is  one  of  the  areas  we  ex- 
plored with  the  personnel  people  and  the  Chief  Postal  Inspector. 
We  agreed  we  have  to  protect  veterans'  rights,  but  there  are  ways 
they  can  improve  their  employment  screening,  or  they  should  be 
able  to-to  not  run  into  these  people  that  have  these  bad  problems; 
at  least  eliminate  that  as  one  factor  in  these  problems  we  are  hav- 
ing. 

They  are  working  on  them.  They  have  some  answers.  I  would 
rather  not  bring  them  out  publicly.  I  am  not  sure  they  are  sure 
enough  in  their  answers  yet.  We  have  been  into  that  with  them  to 
see  what  they  can  reinforce. 

Mr.  Myers.  Of  course,  people  who  have  emotional  problems  are 
not  only  veterans.  Other  people  have  emotional  problems,  too. 
There  haven't  been  that  many  instances  really,  but  a  hamburger 
place  can  have  a  problem  and  it  gets  local  news,  but  the  post  office 
gets  national  and  international  news. 

Mr.  Griesemer.  I  have  personally  had  this  problem  in  my  busi- 
ness. I  understand  how  important  it  is.  I  was  able  to  stop  it  before 
it  got  to  violence,  but  it  is  a  very  tough  situation  to  handle.  I  think 
that  it  is  something  that  the  personnel  people  are  going  to  have  to 
get  much  deeper  into  to  get  pre-employment  screening  done  right. 

Mr.  Myers.  Mr.  Setrakian. 

Mr.  Setrakian.  May  I  add  to  that? 

I  have  a  serious  personal  concern  about  violence  in  our  work- 
place; and  the  grave  concern  that  I  have  relates  to  statistics  that 
I  have  recently  heard,  but  have  not  yet  verified.  It  has  been  sug- 
gested that  the  postal  system  is  a  microcosm  of  our  total  population 
and  that  in  our  total  population,  we  have  homicides  through  vio- 
lence at  the  rate  of  10  per  100,000  annually  and  at  an  increasing 
rate. 

If  you  extrapolate  that  into  the  population  of  the  Postal  Service, 
we  would  be  talking  about  74  a  year.  We  haven't  reached  anything 
along  that  level;  but  if  there  is  anything  to  these  statistics,  we  have 
the  potential  for  a  serious  problem  that  we  are  not  even  aware  of 
yet,  which  is  just  compounding  the  concern  of  your  committee  and 
the  concern  of  the  Governors  and  the  concern  of  us  in  the  Postal 
Service.  How  do  we  get  a  handle  on  this  and  resolve  it  to  its  lowest 
level  so  that  we  will  not  end  with  the  same  statistics  as  are  occur- 
ring in  the  United  States.  That  is  my  concern. 

Mr.  Myers.  Thank  you. 

Chairman  Mackie,  in  your  prepared  text,  you  mentioned  that  the 
Postmaster  General  has  been  meeting  at  the  White  House  with 
Treasury  and  OMB  relative  to  the  budget  concerns;  and  you  also 
mentioned  about  the  billion  dollar  revenue  forgone.  Was  there  any 
discussion  about  the  budget,  the  President's  budget,  about  rec- 
ommendations for  modifying  it? 

Mr.  Mackie.  Yes.  As  you  know,  Postmaster  General  Runyon  is 
very  communicative  in  the  area  of  revenue  forgone,  in  the  area  of 
the  additional  $1  billion  overpayment.  Those  two  items  which  to- 
taled up  to  a  couple  billion  dollars  will  have  a  significant  impact 
on  us  remaining  competitive  and  will  push  us  towards  another  rate 
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increase  much  quicker  than  if  we  didn't  have  that  $2  billion  to  deal 
with. 

We  again  appreciate  what  you  have  done  to  look  at  the  problem 
that  we  have.  But  we  feel  like,  number  one,  we  need  to  do  more 
reform  on  the  elgibility  of  mailers  for  revenue  forgone;  in  other 
words,  in  limiting  the  number  of  mailers  who  mail  at  subsidized 
rates. 

Number  two,  the  six  years  that  Congress  has  come  up  with  for 
us  to  receive  half  our  money  back.  We  feel  like  it  is  too  long.  We 
would  like  to  cut  that  back  to  three  years.  We  feel  like  we  are  com- 
promising in  that  area. 

And  we  just  need — really  need  help  in  that  area,  because  it  is 
terrible  when  you  stop  and  think  about  all  the  sacrifice  that  man- 
agement and  our  employees  made  over  the  past  year  to  cut  $2  bil- 
lion out  of  the  deficit  that  we  were  headed  towards*  and  now  we 
are  losing  that  back.  We  do  not  feel  like  we  owe  that  $1  billion. 

We  paid  over  $9.1  billion — or  will  have  paid  by  1995.  I  think 
Congress  went  on  record,  or  maybe  this  committee  went  on  record 
two  times,  saying  that  we  shouldn't  pay  that  $1  billion  in  OBRA 
costs.  Did  I  answer  your  question? 

Mr.  Myers.  Yes.  Partly.  Sufficiently,  anyway. 

I  can  extrapolate  your  statement  and  figure  out  the  rest  of  it,  I 
think. 

Mr.  MACKIE.  These  are  some  of  the  things  Mr.  Runyon 

Mr.  Myers.  Just  how  these  are  going  to  happen,  I  guess  no  one 
knows.  Maybe  the  Senate  will  relieve.  Maybe  it  can.  It  would  be 
the  first  time  in  a  long  time.  The  Budget  Reconciliation  Act  of  1989 
took  a  serious  blow  in  revenue  forgone. 

I  serve  on  Appropriations;  in  fact,  I  have  to  go  there  in  about  five 
minutes  for  a  markup.  We  have  been  taking  bites  at  the  revenue 
forgone,  but  this  totally  now  takes  a  big  hunk.  I  personally  think 
it  is  the  wrong  way  to  go,  but  will  it  require  some  adjustment  if 
nothing  is  done,  if  the  reconciliation  stays  as  it  passed  the  House? 

Before  the  year  is  out,  there  obviously  would  be  a  necessity  for 
rate  increases;  is  that  what  you  are  anticipating?  Or  is  it  fair  to 
give  it  a  time  frame? 

Mr.  Mackie.  Yes.  Of  course,  you  know,  our  goal  is  not  to  have 
another  rate  increase  until  1995  or,  hopefully,  never  if  we  could  get 
by. 

Mr.  Myers.  1994  is  an  election  year.  We  would  all  concur  in  that. 

Mr.  Mackie.  Yes.  But  these  new  additional  changes  could  push 
us  to  have  to  take  a  look  at  this  a  lot  sooner.  We  are  doing  every- 
thing possible,  Congressman,  to  reduce  costs  and  have  done  so  over 
the  last  eight  to  ten  months.  Now  we  are  looking  at  income  en- 
hancement and  how  we  are  going  to  increase  our  income  through 
philatelic  products  and  other  products  and  services.  But  you  can 
only  go  so  far,  so  fast,  in  those  areas. 

It  appears  like  we  will  have  put  four  years  between  the  last  rate 
increase  before  the  next  one  comes  about. 

Again,  if  we  could  eliminate  the  impact  of  revenue  forgone  and 
the  $1  billion  impact  on  it  from  OBRA,  I  really  feel  like  person- 
ally— some  of  the  Governors  may  disagree  with  me — I  feel  like  we 
could  get  into  1996  before  we  have  another  rate  increase. 

Mr.  Myers.  Thank  you  for  your  response. 
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Mr.  Clay.  Thank  you. 
Mr.  Sawyer. 

Mr.  Sawyer.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman,  I  have  a  longer  opening  statement.  I  would  appre- 
ciate it  if  it  is  included  in  the  record. 
Mr.  Clay.  Without  objection. 
[The  prepared  statement  of  Hon.  Thomas  C.  Sawyer  follows:] 
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Prepared  Statement  of  Hon.  Thomas  C.  Sawyer,  a  Representative  in  Congress 

From  the  State  of  Ohio 

Thank  you,  Mr.  Chairman.   I  want  to  welcome  Chairman  Mackie 
and  the  other  distinguished  members  of  the  Postal  Service's  Board 
of  Governors  to  our  hearing  today. 

The  Board  is  the  governing  body  of  the  Postal  Service.   It 
directs  and  controls  expenditures,  reviews  practices  and 
policies,  and  establishes  basic  objectives  and  long-range  goals. 

As  chairman  of  the  Subcommittee  on  Census,  Statistics,  and 
Postal  Personnel,  I  am  particularly  interested  in  hearing  your 
thoughts  about  improving  the  work  environment  for  postal 
employees.   I  strongly  believe  that  employees  who  are  treated 
with  dignity  and  respect  will,  in  turn,  go  the  extra  mile  to 
satisfy  their  customers. 

This  is  a  time  of  enormous  change  in  our  nation.   There  is 
change  both  in  the  populations  the  Postal  Service  serves  and  in 
the  workforce  that  renders  that  service.   Change  on  this  scale  is 
always  stressful. 
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I  know  that  the  Governors  share  our  distress  about  the 
tragic  incidents  at  two  post  offices  last  month  that  left  three 
people  dead  and  several  wounded. 

Those  events  may  signal  the  continuation  of  stressful 
conditions  in  some  postal  facilities.   The  Postal  Service  must 
continue  to  make  a  safe  and  productive  working  environment  a 
priority. 

I  look  forward  to  your  testimony  and  to  working  with  you  as 
we  seek  to  address  the  challenges  facing  the  Postal  Service. 
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Mr.  Sawyer.  Let  me  say,  the  comments  you  made  about  the 
changes  in  the  demographics  of  the  Postal  Service,  are  right  on  the 
mark.  This  Nation  is  undergoing  an  enormous  demographic  change 
right  now.  That  is  the  very  population  that  the  Postal  Service  is 
seeking  to  serve.  The  change  it  is  undergoing  is  being  reflected 
within  the  Postal  Service  itself.  Certainly  any  time  any  organiza- 
tion faces  that  kind  of  pressure,  that  kind  of  change  from  both  di- 
rections, it  is  enormously  stressful  and  merits  your  full  attention 
as  you  express  it.  We  support  you  in  that. 

You  have  been  asked  about  the  events  in  Cleveland  and  Toledo. 
I  will  not  dwell  on  those  further.  The  whole  notion  of  threats  of  vio- 
lence in  the  workplace  remain  of  concern  to  all  of  us.  But  let  me 
get  into  some  more  mundane  areas. 

We  have  heard  expressions  in  previous  testimony  from  the  GAO 
and  employee  organizations  about  the  increased  use  of  overtime. 
How  do  you  foresee  controlling  overtime  costs  and  what  do  you 
think  the  consequences  of  that  will  be? 

Mr.  Mackie.  Mr.  Congressman,  I  appreciate  that  question  on 
how  we  go  about  getting  our  overtime  under  control. 

As  you  know,  we  have  downsized  from  a  high  in  1989  by  approxi- 
mately 105,000  positions.  A  lot  of  that  has  occurred  in  the  last 
eight  to  ten  months  with  our  early  retirement  program  and  with 
people  leaving  and  not  being  replaced  in  some  cases. 

In  the  total  restructuring  and  downsizing,  we  had  a  lot  of  experi- 
enced people  leave  our  organization.  They  have  been  replaced  in 
many  cases  with  people  that  are  inexperienced  and  have  to  come 
up  on  the  learning  curve  to  handle  their  position.  That  within  itself 
has  caused  a  lot  of  overtime.  We  are  right  in  the  middle,  or  I 
should  say,  right  in  the  middle  third  of  our  automation  program 
deployment  and  that  automation  is  now  beginning  to  take  hold. 

If  any  of  you  have  ever  had  to  automate  your  business,  like  I 
have  my  bank,  you  would  know  what  the  job  is  like  to  this  big  or- 
ganization; 40,000  offices,  and  trying  to  automate  it.  But  it  is  work- 
ing. Our  productivity  this  past  quarter  was  up  substantially.  We 
had  the  best  productivity  ever. 

Again,  it  is  going  to  take  a  while  before  automation  is  done.  We 
have  been  using  1995.  That  has  been  slowed  down  by  our 
restructurings.  It  will  be  1996.  As  we  go  toward  that  you  will  find 
overtime  going  down  and  the  population  of  casual  and  transitional 
employees  going  down  also. 

Mr.  Sawyer.  We  have  been  apprised  that  the  Office  of  Govern- 
ment Ethics  has  cited  the  Postal  Service  for  failure  to  meet  ethical 
standards  specifically  with  regard  to  conflict  of  interest  in  matters 
of  procurement. 

Can  you  comment  on  how  the  Postal  Service  expects  to  strength- 
en its  ethics  program? 

Mr.  Mackie.  Mr.  Congressman,  I  didn't  catch  the  full  question. 

Mr.  Sawyer.  My  understanding,  per  GAO,  is  that  the  Office  of 
Government  Ethics  has  cited  the  Postal  Service  for  inadequate 
compliance  with  ethics  standards.  It  was  specifically  in  matters  of 
conflict  of  interest  in  procurement. 

Mr.  Mackie.  In  procurement?  Do  any  of  the  Governors 

Mr.  Griesemer.  Was  it  the  Board  officers,  Congressman? 

Mr.  SAWYER.  I  can't  answer  your  question.  I  don't  know. 
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Mr.  Griesemer.  It  is  new  to  me. 

Mr.  Mackie.  I  am  sorry. 

Mr.  Sawyer.  If  you  cannot  answer  it  today,  I  will  resubmit  that 
as  a  written  question.  I  would  appreciate  it  if  you  could  offer  a 
written  response. 

Mr.  Mackie.  To  our  knowledge  that  is  not  accurate. 

Mr.  Sawyer.  Then  I  will  have  to  get  back  to  the  folks  who  in- 
formed me  of  that. 

In  any  case,  I  will  forward  it.  We  can  both  recheck  our  records. 

[The  information  referred  to  follows:] 

The  Office  of  Government  Ethics  formally  reviews  the  Postal  Service's  ethics  and 
financial  disclosure  programs  periodically.  A  review  completed  in  February,  1991 
found  deficiencies  in  the  timely  collection  and  review  of  financial  disclosure  state- 
ments and  in  other  areas  of  program  administration.  As  a  result  of  corrective  action 
taken  since  that  time,  the  previous  backlog  in  reviewing  public  disclosure  forms 
(Forms  278)  has  been  virtually  eliminated,  and  collection  of  confidential  disclosure 
forms  (Forms  450)  has  begun,  although  delayed  by  last  Fall's  restructuring.  The  Of- 
fice of  Government  Ethics  has  recently  completed  another  review  of  these  programs, 
with  a  written  report  now  in  preparation.  Neither  in  the  1991  review  nor  in  the  one 
just  completed,  has  OGE  reported  to  us  finding  any  substantive  conflict  of  interest 
problem  in  procurement  or  other  programs. 

Mr.  Sawyer.  You  talked  about  your  hope  that  First  Class  rates 
can  hold  through  1996.  I  was  going  to  ask  you  whether  they  will 
hold  through  1994. 

The  Postmaster  General  talked  to  us  about  the  idea  that  if  you 
had  to  absorb  the  $2  billion  envisioned  in  the  1994  budget  that  it 
could  result  in  a  cost  increase  of  as  much  as  6  cents.  That  seems, 
by  a  factor  of  at  least  three,  to  perhaps  be  overstating  the  case. 
Could  you  comment  on  your  sense  of  that  figure? 

Mr.  Mackie.  Yes,  I  can.  He  is  correct  with  those  numbers. 

First  of  all,  we  use  the  rule  of  thumb  that  one  penny  on  first- 
class  mail  produces  a  billion  dollars.  So  in  looking  at  the  $2  billion, 
you  automatically  say  2  cents.  Where  Mr.  Runyon  comes  up  with 
the  6  cents  is,  when  you  go  for  a  rate  increase  you  have  to  fold  ev- 
erything in,  such  as  the  $1.1  billion  for  restructuring  costs  and  the 
half  a  billion  dollar  cost  for  refinancing  our  $10  billion  debt  with 
the  Treasury  Department.  That  all  has  to  be  thrown  into  a  rate 
structure. 

Help  me,  Governors. 

Mr.  Sawyer.  Let  me  ask  you  this  then,  because  I  have  heard  this 
answer  before:  If  that  is  the  case,  does  that  mean  you  are  absorb- 
ing $4  billion  if  the  rule  of  thumb  does  not  hold,  if  there  are  all 
of  these  additional  costs? 

Mr.  Griesemer.  Let  me  try— the  way  I  see  it,  Congressman,  is 
this  adds  a  cent  or  two — we  are  building  up  as  we  go  along.  As  our 
costs  increase,  our  revenue  doesn't,  and  we  are  building  towards  a 
rate  increase.  The  total  increase  is  going  to  end  up  being,  let's  say, 
6  cents  which  would  make  a  round  figure  of  35  cents.  This  means 
that  if  we  are  behind  a  penny  a  year  and  you  throw  2  cents  on 
now,  it  moves  it  quicker. 

Mr.  Sawyer.  It  ratchets  it  up.  Your  point  is  not  that  the  $2  bil- 
lion forces  a  6-cent  rate  increase?  Rather,  if  there  is  a  rate  increase 
and  it  is  6  cents,  $2  billion  of  that  is  the  result  of  this? 

Mr.  Griesemer.  It  is  total. 

Mr.  Sawyer.  That  is  what  pushes  it  over  the  edge? 
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Mr.  Griesemer.  That  is  how  I  see  it. 

Mr.  Sawyer.  I  see.  It  is  important  to  understand  the  difference. 
I  understand  what  you  are  saying. 

Mr.  Mackie.  Thank  you,  John,  for  helping  me.  It  is  a  real  con- 
cern to  us  at  this  time,  because  as  America  comes  out  of  a  recession 
is  not  a  time  to  be  adding  costs  onto  the  American  ratepayer.  The 
longer  we  can  extend  the  current  rates  out,  hopefully,  the  United 
States  will  be  in  a  better  financial  position  to  take  another  rate  in- 
crease. 

Mr.  Sawyer.  Let  me  ask  you,  Mr.  Chairman,  if  I  could  one  final 
question. 

If  you  had  to  cut  operations  further,  where  would  you  turn? 
Would  it  be  work  force  reductions?  Hours?  Would  you  close  facili- 
ties? What  directions  would  you  head?  I  suppose  this  is  the  Wash- 
ington Monument  question? 

Mr.  Mackie.  I  would  like  to  call  on  former  Chairwoman  Pace  to 
give  you  an  answer  to  that. 

Ms.  Pace.  If  I  heard  your  question  properly,  it  is,  where  would 
we  cut  costs  if  we  have  to?  Well,  I  think  we  would  look  at  ways 
to  increase  our  efficiencies — whether  we  could  speed  up  automation 
in  some  way  or  use  personnel  more  efficiently.  The  service  is  cer- 
tainly doing  that  now.  We  may  find  other  ways. 

But  we  would  also  look  at  the  other  side  of  the  equation.  I  don't 
think  we  should  be  simply  focusing  on  costs.  We  should  be  looking 
at  ways  to  generate  more  income  so  we  could  support  this  huge  de- 
livery system  that  we  have  in  place  in  the  United  States.  It  would 
be  a  shame  to  reduce  the  effectiveness  of  that  delivery  system.  We 
do  look  at  both  sides. 

Mr.  Sawyer.  Thank  you. 

Mr.  Mackie.  We  had  a  strategy  program  given  to  us  this  morn- 
ing, Congressman.  Yes,  we  are  going  to  maintain  holding  costs 
back;  but  the  major  emphasis  as  we  go  forward  is  going  to  be  the 
enhancement  of  income. 

Mr.  Setrakian.  Congressman  Sawyer,  as  I  am  sure  you  will  ap- 
preciate, members  of  this  Board  of  Governors  aren't  always  in  una- 
nimity with  their  thoughts  nor  are  we  always  in  concurrence  with 
management.  I  say  that  because  when  we  first  came  to  this  meet- 
ing this  morning,  some  of  us  had  been  talking  about  carrying  on 
the  same  rate  through  1994;  and  as  this  meeting  continues,  I  think 
the  last  date  I  heard  was  1996. 

I  must  tell  you  that  if  that  were  the  case,  we  would  have  hired 
a  Houdini.  In  all  practicality,  if  we  can  hold  this  rate  through  1994, 
management  will  have  done  a  journeyman  job. 

There  is  so  much  out  there  that  we  do  not  have  control  of.  We 
simply  cannot,  in  my  opinion,  continue  to  put  off  a  rate  case  to 
such  a  point  that  we  then  hit  our  customers  with  a  major  rate  hike. 
It  could  be  catastrophic. 

I  am  sure  they  would  be  much  more  adept  in  their  own  operation 
if  they  knew  there  was  going  to  be  a  rate  increase  in  some  incre- 
mental form. 

So  I  admire  the  Chairman.  I  have  great  respect  for  him,  but  I 
must  differ  with  his  hope  that  we  might  have  a  continuing  rate 
through  1996. 
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Mr.  Sawyer.  Mr.  Chairman,  we  are  not  unused  to  that  kind  of 
ongoing  discussion  in  this  forum  as  well. 

Mr.  Clay.  We  certainly  are  not. 

Mr.  Sawyer.  If  I  may  make  one  final  observation. 

Mr.  Clay.  Take  all  the  time  you  need. 

Mr.  Sawyer.  Thank  you,  Mr.  Chairman. 

I  can  appreciate  the  frustration  of  the  Board  of  Governors  with 
regard  to  the  fiscal  struggles  this  committee,  this  Congress,  you 
have  been  through.  I  just  want  to  make  it  clear  for  the  record  this 
committee,  under  the  leadership  of  this  Chairman  and  Ranking 
Member,  really  struggled  strenuously  against  additional  obligations 
on  the  Postal  Service.  During  the  consideration  of  the  first  budget 
resolution,  the  alternatives  simply  to  turn  back  control  of  fiscal  di- 
rections instead  of  working  toward  the  kinds  of  compromises  we 
were  able  to  achieve  would  really  have  been  unthinkable. 

I  am  grateful  for  the  help.  It  was  bipartisan  and  serious  and 

Mr.  Clay.  I  thank  the  gentleman. 

Mr.  Sawyer.  I  yield  back. 

Mr.  Clay.  Mrs.  Morella. 

Mrs.  Morella.  Thank  you,  Mr.  Chairman.  I  associate  myself 
with  the  remarks  of  my  colleague,  Congressman  Sawyer.  I  welcome 
the  Board  of  Governors. 

I  would  like  to  ask  you  if  you  have  been  consulted  by  or  asked 
to  consult  by  the  Task  Force  on  Health  Care  Reform  with  regard 
to  what  we  read  in  the  papers — we  have  had  nothing  before  us — 
specifically  about  the  fact  that  the  FEHB  plan  may  be  incor- 
porated, swept  up  within  a  health  care  reform  package? 

It  is  something  that  certainly  troubles  my  constituents,  to  learn 
who  would  be  involved — my  postal  employees,  as  well  as  other  civil 
servants. 

I  just  wondered  if  you  had,  first  of  all,  been  consulted  in  any 
way,  been  apprised  of  anything  that  may  have  been  in  the  offing? 
And  then  what  you  would  feel  about  it? 

Mr.  Mackie.  Ms.  Pace. 

Ms.  Pace.  We  all  know  health  care  reform  is  in  the  air  and  that 
integrating  programs  within  that  health  care  reform  package  is 
also  being  considered.  But  I  think  no  one  knows  specifically  what 
is  going  to  happen. 

On  the  question  of  whether  we  have  been  consulted,  I  don't  know 
that  our  management  has.  Certainly  we  Governors  haven't  heard 
anything  about  that.  But  there  are  many  versions  of  the  health  re- 
form effort  that  would  integrate — eventually  over  time — existing 
programs  within  it.  But  we  are  not  sure  that  will  pass. 

Mr.  Mackie.  We  are  watching  very  closely. 

Mr.  Griesemer.  We  did  have  some  briefing,  I  think  maybe  in  the 
audit  committee. 

Mr.  Clay.  Can  you  speak  into  the  microphone? 

Mr.  Griesemer.  I  am  sorry. 

In  the  audit  committee  we  were  discussing  future  trends  and  the 
possibility  that  this  may  make  some  minor  changes  in  percentages 
of  what  the  employee  pays  and  what  the  Service  pays.  As  I  under- 
stand it,  the  Service  pays  75  percent  of  the  health  care  costs  for 
a  family  and — I  am  sorry  I  am  not  much  deeper  than  that,  but 
there  was  a  talk  of  a  possible  change  of  a  percent  or  two.  As  I  re- 
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call,  it  would  have  been  in  the  favor  of  the  Service  and  in  disfavor 
of  the  employee. 

But  it  was  just  a  briefing.  There  was  no  attempt  at  a  decision 
because  we  do  not  have  enough  information  yet.  There  is  just  a 
process.  There  could  be  an  increase  in  health  costs  to  both  us  and 
the  employee. 

Mr.  Clay.  There  is  a  difference  in  postal  workers.  The  Postal 
Service  pays  more  of  the  contribution  than  the  other  civil  service 
branches.  I  think  you  pay  75  percent. 

Mr.  Mackie.  If  I  remember,  Mr.  Chairman,  we  pay  the  average 
of  what  the  top  six  insurance  companies  charge.  Our  employees 
have  the  opportunity  to  pick  lesser  coverage.  On  average,  the  Post- 
al Service  is  paying  about  90  percent  of  employees'  health  care 
costs. 

Mr.  Clay.  I  think  Mrs.  Morella  is  getting  at  something  other 
than  just  the  reduction 

Mrs.  Morella.  I  want  to  know  how  you  would  react  to  the  trial 
balloons,  if  that  is  what  they  are,  that  have  been  floating,  that  says 
it  is  all  going  to  be  swept  up  into  one  and  the  postal  workers  will 
be  paying  significantly  higher  premiums.  Would  you  be  against 
that? 

I  know  we  don't  have  it  before  us.  It  is  somewhat  hypothetical. 
It  may  be  a  little  stronger  than  we  think. 

Mr.  Mackie.  I  tell  you  what.  I  would  sure  hate  to  see  an  increase 
in  our  benefit  health  care  package.  It  is  a  tremendous  expense  at 
this  time. 

Mrs.  Morella.  It  might  require  more  action  than  that. 

Anybody  else  want  to  comment  on  it?  I  guess  not. 

Just  be  aware  of  it.  Because  we  certainly  are. 

I  wanted  to  let  you  know,  we  had  Postmaster  General  Runyon 
before  us  recently.  We  discussed  the  so-called  significant  savings 
with  the  downsizing  and  the  changes.  Yet  I  am  wondering  whether 
or  not  we  really  have  been  achieving  significant  savings  when  you 
factor  in  such  things  as  excessive  overtime,  the  salary  and  benefit 
protections  update  that  had  been  affected  by  the  restructuring,  the 
restructuring  promotions,  the  retirees'  six-month  payoffs  as  well  as 
payoffs  for  12  to  18  months  of  select  executives.  The  relocation  ex- 
penses. There  are  probably  a  number  of  others  I  could  add  to  that 
list. 

I  guess  I  am  asking  you  have  you  been  able  to  see  significant 
savings  or  have  you  not  seen  other  expenditures  that  have  come 
about? 

Mr.  Mackie.  Going  back  to  our  restructuring  costs,  many  of 
those  were  one-time  costs  that  make  the  short-range  look  bad.  But 
looking  at  the  long-run  as  we  go  forward,  and  as  automation  begins 
to  add  more  productivity  to  our  system,  you  will  see  our  overtime 
coming  down  and  the  number  of  our  casual  and  transitional  em- 
ployees also  coming  down. 

We  have  every  reason  to  believe  that  in  the  long  range  we  are 
going  to  see  an  efficient,  competitive  Postal  Service  that  can  com- 
pete with  anyone  in  the  communications  marketplace. 

Ms.  Pace.  On  the  specifics,  you  know,  we  were  facing  a  $2  billion 
deficit  for  the  present  fiscal  year.  Through  the  reduced  costs  that 
we  obtained  from  restructuring,  we  were  able  to  eliminate  a  lot  of 
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that.  So,  indeed,  it  is  working.  We  had  those  one-time  charges  you 
mentioned  that  we  took  last  year;  but  now  we  are  on  a  going  basis 
that  produces  much  lower  costs  and,  therefore,  better  operating  re- 
sults. 

Mrs.  Morella.  There  are  some  elements  that  came  about  with 
this  restructuring  I  would  like  to  just  mention  to  you  for  any  re- 
sponse you  may  have. 

The  drastic  reduction  of  black  employees  at  the  headquarters 
with  that  reduction — it  was  37.3  percent  with  a  corresponding  de- 
crease in  white  of  less  than  that,  the  overall  reduction  of  female 
help  at  headquarters,  the  banning  of  EEO  regulations  during 
downsizing,  the  waiver  of  veterans'  preference.  I  would  imagine  you 
have  familiarity  with  it.  Do  you  feel  that  that  was  done  legiti- 
mately or  did  you  have  any  input  into  it?  Would  you  change  it? 
Would  you  try  to  rectify  it  with  the  plan  or  do  you  not  see  anything 
wrong  with  it? 

Mr.  Mackie.  Yes,  I  would  be  glad  to  answer  as  many  of  those 
questions  as  I  can  remember. 

Number  one,  the  downsizing  in  the  restructuring  of  the  Postal 
Service  was  done  in  my  mind  for  survival  purposes.  We  were  pric- 
ing ourselves  out  of  business.  We  had  to  do  something. 

When  the  volunteer  retirement  was  put  forth  last  fall,  it  was 
definitely  voluntary.  We  didn't  pick  and  choose  who  could  retire  at 
headquarters.  We  are  aware  of  the  figure  you  mentioned.  We  are 
concerned  about  that.  We  have  talked  to  management. 

What  we  have  seen  here  is  something  that  was  a  little  bit  out 
of  our  control  and  out  of  management's  control  as  far  as  the  vol- 
untary retirement.  Some  of  our  people  moved  out  of  headquarters 
into  positions  outside  of  Washington.  In  many  cases,  these  were 
promotions.  Not  one  person  was  laid  off  or  fired. 

Percentage-wise  we  had  more  African-Americans  that  retired 
than  we  did  Whites.  We  are  concerned  about  the  decrease  in  minor- 
ity employees.  We  visited  with  General  Runyon  concerning  that 
issue.  We  feel  like  it  will  be  taken  care  of  as  we  go  forward. 

Mrs.  Morella.  The  USPS  included  statistics — this  is  from  a 
statement  made  by  the  Chairman — I  don't  know  whether  you  had 
a  chance  to  respond — statistics  on  government  relations  at  head- 
quarters. In  July  of  1992,  there  were  43  employees,  of  which  11 
were  African-Americans.  In  April  of  1993,  there  were  only  23  em- 
ployees in  government  relations,  of  which  only  two  right  now  are 
African-Americans.  So  it  is  really  a  66  percent  reduction  in  the  Af- 
rican-American representation. 

Would  you  think,  with  the  previous  answer  you  gave  me,  that  it 
is  just  too  bad?  You  are  looking  into  it? 

Mr.  Mackie.  We  are  talking,  I  assume,  about  combining  our  Gov- 
ernment Relations  Department  with  our  Communications  Depart- 
ment and  coming  up  with  the  Corporate  Relations  Department. 

Mrs.  Morella.  That  has  already  been  done? 

Mr.  Mackie.  I  visited  with  the  Vice  President  for  Corporate  Rela- 
tions concerning  that.  She  had  some  difficulty  in  her  area  with  re- 
tirements. She  is  very  aware  of  the  figures  you  have  quoted,  and 
time  will  take  care  of  that  as  we  do  our  rehiring. 

Was  there  another  part  to  that  question? 
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Mrs.  Morella.  Well,  I  guess  I  could  ask  you  about  affirmative 
action  and  the  EEO  office.  I  notice  that  in  the  Chairman's  state- 
ment he  talks  about  the  Office  of  Diversity.  Is  that  the  same  thing? 
Have  we  changed  names? 

Mr.  Mackie.  You  know,  in  our  downsizing  and  restructuring, 
General  Runyon  formed  the  Diversity  Department  which  has  ap- 
proximately 72  to  74  people.  To  me,  that  sent  a  very  strong  mes- 
sage to  management  of  his  concern  for  affirmative  action  and  for 
diversity.  I  feel  like  that  department  has  a  lot  of  influence,  control 
and  responsibility  in  educating  our  700,000-employee  work  force  as 
to  the  importance  of  having  a  diversified  work  force. 

Mrs.  Morella.  It  is  pretty  much  a  public  relations  kind  of  de- 
partment but  nothing  that  has  the  real  specifics  in  it  or  sanctions 
or  anything,  right?  From  what  I  understand,  it  is  more — "we  will 
try  to  educate,  we  will  try  to  sensitize,"  and  that  is  about  it? 

Mr.  Mackie.  The  Diversity  Department,  their  goals?  In  my  mind, 
their  part  is  not  goal  setting,  but  it  is  education  and  information 
that  will  be  given  to  our  managers  throughout  the  country  to  make 
sure  that  we  have  a  diversified  work  force. 

Mr.  Clay.  Will  the  gentlelady  yield? 

Mrs.  Morella.  Yes,  indeed. 

Mr.  CLAY.  Then  why  are  you  calling  it  a  diversity  development 
function  which  implies  that  you  are  going  to  create  a  kind  of  rep- 
lica of  what  America  is?  Why  don't  you  just  call  it  a  PR  something? 
Because  this  is  an  agency  that  you  created  over  there,  and  you 
gave  no  enforcement,  no  authority  to  do  anything. 

Let  me  ask  you  about  your  new  diversity  development  function. 
What  specific  powers  have  you  given  development  to  assure,  as  you 
state,  the  Postal  Service  remains,  "a  beacon  of  opportunity"  as  you 
stipulated  in  your  testimony?  What  specific  powers  have  you  given 
this  diversity  function  that  would  enable  them  to  stop  promotions, 
transfers  which  adversely  affect  minority  employees? 

Mr.  Mackie.  Let  me  just  say  one  thing,  that  we  have  not  thrown 
the  towel  out  on  affirmative  action.  This  Diversity  Department  is 
in  addition  to  our  affirmative  action  program. 

I  would  like,  if  I  may,  to  call  on  Governor  Daniels  to  explore  that 
area  with  the  Chairman. 

Ms.  Daniels.  I  would  be  happy  to. 

Mrs.  Morella.  See,  they  give  the  women  the  tough  role. 

Ms.  Daniels.  Mr.  Chairman,  I  have  the  same  concerns  that  you 
have.  The  Governors  have  the  same  concern.  We  do  have  this  Di- 
versity Department.  I  did  ask  exactly  what  it  had  to  do  with  af- 
firmative action  and  EEO.  But  pursuant,  as  you  know  to  EEOC,  we 
have  to  come  up  with  a  plan.  That  is  what  this  Diversity  Depart- 
ment is  doing,  working  with  our  affirmative  action  and  EEO  to 
come  up  with  a  plan  to  make  certain  that  we  carry  out  our  affirma- 
tive action  across  the  board.  And  they  are — they  do  have  someone 
there  that  is  taking  care  of  affirmative  action.  I  don't  have  the 
names  with  me,  but  I  am  sure  we  could  supply  them  to  you. 

[The  information  referred  to  follows:] 

The  responsibility  for  Affirmative  Action  programs  lies  with  the  Diversity  Devel- 
opment Department  while  responsibility  for  Equal  Employment  Opportunity  (EEO) 
programs  lies  with  the  Labor  Relations  Department.  The  responsible  officers  are 
Ms.  Veronica  O.  Collazo,  Vice  President,  Diversity  Development,  and  Mr.  Joseph  J. 
Mahon,  Vice  President,  Labor  Relations. 
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Mr.  Clay.  Let  me  say  to  you  that  you  cannot  sit  here  and  make 
us  believe  that  of  the  number  of  black  people  who  retired  is  the 
cause  of  what  happened  to  the  diminution  of  blacks  and  women  at 
headquarters.  You  had  243  employees  who  have  been  transferred 
to  three  transitional  centers,  all  of  them  headquarters  employees 
still  looking  for  jobs.  Forty-two  percent  of  them  are  black. 

Something  happened  there  that  we  do  not  like  on  this  Commit- 
tee. I  think  the  Board  of  Governors  ought  to  look  into  this  and  find 
out  what  is  happening  in  this  agency. 

Yes,  you  want  to  respond? 

Ms.  Daniels.  Mr.  Chairman,  we  are  looking  into  it.  I  agree  with 
you  there  is  a  problem.  We  are  looking  into  it.  But  there  are  only 
96  employees  out  there  at  L'Enfant  Plaza  right  now.  Most  of  them 
are  secretaries  and  clerks. 

Mr.  Clay.  There  will  be  order  in  this  hearing.  No  outbursts.  If 
there  are  any  further,  I  will  clear  the  room. 

Ms.  Daniels.  We  were  told  they  were  mostly  secretaries  and 
clerks.  No  one  will  be  laid  off.  We  will  find  jobs  for  them.  Manage- 
ment sent  out,  a  couple  weeks  ago,  the  list  of  the  jobs  that  are 
available.  Most  of  the  jobs  will  not  be  at  L'Enfant  Plaza  because 
we  are  asking  them  to  go  to  work  in  the  field  where  the  work  is 
at. 

Mr.  Clay.  Then  let  me  say  to  you  the  problem  is  even  more  seri- 
ous than  I  was  aware. 

If  the  black  folk  who  were  assigned  to  headquarters  were  sec- 
retaries, then  we  have  been  conned  all  of  these  years  about  this 
great  diversity  program  that  you  have  over  there. 

Ms.  Daniels.  You  had  how  many  people  that  retired?  Almost  86 
of  them  went  out  on  retirement. 

Mr.  Clay.  Two  hundred  and  forty-three  people,  according  to  our 
information,  are  still  sitting  there  looking  for  jobs  and  42.4  percent 
of  them  are  black  employees. 

Ms.  Daniels.  I  have  96. 

Mr.  Clay.  You  are  telling  me  that  those  are  secretaries  and 
clerks? 

Ms.  Daniels.  We  have  96. 

Mr.  Clay.  You  are  telling  me  all  of  these  black  people  are  sec- 
retaries? 

Ms.  Daniels.  As  of  today,  there  were  96.  I  could  be  wrong.  We 
can  get  those  figures  for  you.  . 

Mr.  Clay.  Will  you  please  supply  it  for  this  committee?  The  in- 
formation on  that?  Supply  for  this  committee  what  authority  this 
new  diversity  function  has. 

[The  information  referred  to  follows:] 

(1)  Of  the  78  black  employees  still  in  the  transition  centers,  who  worked  at 
L'Enfant  Plaza,  34  held  secretarial  or  clerical  positions. 

(2)  The  authority  inherent  in  Diversity  Development  is  derived  from  its  structure, 
with  a  Vice  President  who  reports  directly  to  the  Postmaster  General  who  has  em- 
powered the  office  to  institutionalize  the  concept  of  diversity  throughout  the  organi- 
zation. 

Mr.  Clay.  Tell  me  about  your  contracting  out  with  minorities. 
Tell  me  about  the  participation  of  minorities  in  your  contracts.  We 
cannot  get  the  information  from  the  Service.  Maybe  you  can  get  it 
for  us. 
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Mr.  Mackie.  We  are  very  aware  of  that  situation,  but  I  cannot 
give  you  any  definite  information.  I  would  be  glad  to  have  that  sent 
to  you,  Mr.  Chairman. 

[The  information  referred  to  follows:] 

The  Postal  Service  has  long  been  a  leader  in  contracting  with  America's  minority 
businesses.  Since  1977,  we  have  awarded  more  than  $2.2  billion  (representing  5.8 
percent  of  all  dollars  and  7.5  percent  of  all  awards)  worth  of  contracts  to  minority 
suppliers.  During  the  last  fiscal  year,  more  than  $145  million,  representing  8.9  per- 
cent of  all  of  the  Postal  Service's  contractual  actions,  were  awarded  to  minority  busi- 
nesses. 

In  addition,  these  statistics  do  not  provide  a  true  picture  of  our  socioeconomic  pro- 
gram's value  and  effectiveness.  This  is  because  they  do  not  reflect  a  significant  sec- 
tor of  our  purchasing  activity:  local  buys  made  in  the  local  trade  area.  Were  these 
sorts  of  purchases  recorded  and  combined  with  those  made  by  our  purchasing  of- 
fices, we  feel  that  these  already  impressive  statistics  would  be  even  more  so. 

This  record  of  success,  one  which  compares  very  favorably  with  those  of  the  Fed- 
eral agencies  has  been  achieved  even  though  the  Postal  Service  is  specifically  ex- 
empt from  the  Small  Business  Act,  does  not  have  mandatory  set-asides,  and  does 
not  participate  in  the  Small  Business  Administration's  Section  8(A)  program.  Unlike 
that  of  the  Federal  agencies,  our  program  is  voluntary,  and  is  mandated  by  our  com- 
mitment to  provide  opportunities  to  minority  entrepreneurs.  The  strength  of  that 
commitment— and  the  results  arising  from  it — show  how  important  minority  con- 
tracting, and  contracting  witlvsmall  and  woman-owned  businesses,  are  to  the  Postal 
Service. 

Nevertheless,  we  have  decided  not  only  to  retain  our  commitment,  we  have  de- 
cided to  strengthened  it.  In  concert  with  our  Purchasing  organization,  our  new  Di- 
versity organization  will  reemphasize  the  importance  of  contracting  with  small  mi- 
nority and  woman-owned  businesses,  and  will  help  America's  entrepreneurs  learn 
how,  where,  and  what  the  Postal  Service  buys.  Through  these  efforts,  we  will  not 
only  maintain  our  record  of  success,  we  will  surpass  it. 

Mr.  Clay.  Does  your  diversity  development  have  authority  to  in- 
vestigate problems  of  contractors  and  lack  of  contracts  with  minor- 
ity-owned businesses?  Do  they  have  the  authority  to  investigate 
that? 

Mr.  Mackie.  Yes,  sir,  they  do. 

Mr.  Clay.  You  are  sure  about  that? 

Mr.  Mackie.  Yes. 

Mr.  Clay.  Will  you  provide  that  information  for  me  and  point  out 
where  you  have  given  them  specific  authority  to  investigate  the  dis- 
crimination and  contracting  out? 

Mr.  Mackie.  I  will,  Mr.  Chairman. 

[The  information  referred  to  follows:] 

Our  Diversity  Development  organization,  together  with  our  Purchasing  organiza- 
tion, is  charged  with  identifying  and  rectifying  any  and  all  barriers  which  may 
hinder  minorities  and  other  entrepreneurs  from  competing  for  our  contracts.  Specific 
investigative  authorities  remain  with  the  Board  of  Governors,  the  United  States 
Congress  and  the  General  Accounting  Office,  and  other  oversight  constituencies. 

Diversity  Development  plays  other  key  roles  in  reaching  out  and  encouraging  the 
minority  supplier  community  to  compete  for  our  contract  opportunities.  Although  or- 
ganizational roles  and  responsibilities  are  still  being  refined,  key  Diversity  Develop- 
ment functions  in  our  socioeconomic  program  will  include:  (1)  development  and  mon- 
itoring the  Vendor  Program's  management  plan;  (2)  assisting  Purchasing  profes- 
sionals with  market  research  and  location  of  potential  minority  suppliers;  (3)  assist- 
ing in  the  development  and  monitoring  of  subcontractor  plans;  and  (4)  counseling 
minority  suppliers  in  a  number  of  areas  (referrals  to  the  proper  purchasing  office, 
coordination  all  business  opportunity  conferences  sponsored  or  attended  by  the  Post- 
al Service,  serving  as  our  external  liaison  with  organizations  representing  minority 
and  other  entrepreneurs).  Working  with  our  Purchasing  organization,  we  are  con- 
fident that  Diversity  Development  will  reinforce  an  already  very  successful  socio- 
economic program.  As  always,  our  intent  is  to  maintain  and  surpass  our  historical 
position  as  a  leader  in  contracting  with  all  of  America's  entrepreneus  and  busi- 
nesses, small,  minority  or  woman-owned  alike. 
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Mr.  Clay.  I  am  sorry.  I  took  your  time. 

Mrs.  MORELLA.  No.  I  understand.  I  think  you  carried  through 
very  appropriately,  Mr.  Chairman. 

I  have  some  other  specific  questions  for  you  that  deal  with  the 
restructuring  and  downgrading  of  some  of  the  management  posi- 
tions, promotions,  et  cetera.  I  think  it  might  be  better  and  probably 
more  appropriate  if  I  submit  them  to  you  so  that  not  only  would 
I  like  to  have  an  answer  for  the  committee,  but  it  might  also  be 
good  ammunition  for  you,  good  information  for  you  to  have  to  know 
what  we  are  hearing  in  terms  of  what  is  going  on  internally  and 
maybe  you  can  do  some  things  we  hope  to  correct. 

Ms.  Alvarado.  Mr.  Chairman,  Congresswoman  Morella,  I  am 
very,  very  upset  about  this  particular  issue.  I  think  we  all  are,  to 
a  person,  on  this  board. 

We  are  committed  to  doing  everything  in  our  power  to  review 
that  particular  percentage.  We  all  might  disagree  on  a  few  percent- 
age points,  but  we  cannot  disagree  or  deny  that  it  is  a  dispropor- 
tionate injustice  to  African-Americans. 

Now  it  could  be  possible  that  it  is  disproportionate  for  Hispanic- 
Americans  as  well.  There  is  no  doubt  that  with  headquarters  being 
here  in  Washington  it  is  a  disservice  and  a  potential  injustice.  But 
it  was  not  intentionally  drawn  for  that  purpose.  We  are  going  to 
do  everything  in  our  power  to  reverse  that  in  whatever  positions 
they  have.  I  agree  that  if  they  are  secretaries,  they  should  be  sec- 
retaries. They  should  be  vice  presidents. 

I  think  that  the  Diversity  Department  is  trying  to  find  creative 
ways  to  educate  individual  employees  to  do  their  best — to  achieve 
their  best  potential  within  the  organization  as  restructured.  And 
that  is  probably  the  single  most  important  function  that  it  serves, 
is  education  of  employees  to  better  themselves. 

I  don't  think  we  can  ask  for  a  lot  more  than  that,  but  we  cer- 
tainly need  that  as  a  start.  If  minority  members  of  the  Postal  Serv- 
ice are  ever  going  to  advance,  they  have  to  have  the  tools  necessary 
to  do  so.  I  am  personally  committed  to  doing  this.  I  have  trouble 
sleeping  at  night  knowing  that  this  has  happened.  No  one  did  it 
on  purpose.  We  are  here  to  assure  you  we  will  try  to  look  at  it  and 
reverse  it  as  soon  as  we  can. 

Mrs.  Morella.  Thank  you.  I  appreciate  that. 

Thank  you,  Mr.  Chairman. 

Mr.  Clay.  Mr.  McCloskey. 

Mr.  McCloskey.  Thank  you  very  much,  Mr.  Chairman. 

First  of  all,  I  want  to  commend  Ms.  Morella  for  bringing  up  these 
concerns  about  health  care,  Federal  employees  and  health  care 
quite  specifically.  Quite  frankly,  Connie  it  has  been  on  my  mind 
very  vehemently  for  some  hours. 

Obviously,  much  of  what — my  brief  comment  on  this  would  not 
be  so  much  directly  stated  to  the  Board  other  than  to  say,  hope- 
fully, as  both  efficient  and  humane  employers,  you  would  look  at 
whatever  may  be  developing  not  only  from  the  standpoint  of  any 
particular  economies  for  your  financial  operation  but  also  from  the 
standpoint  of  the  morale,  the  benefit,  the  health  security  of  all  the 
workers. 

I,  for  one,  am  very  much  for  health  care  reform.  Quite  trankly, 
I  am  skeptical  but  open-minded  about  whatever  may  be  coming 
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down  now  in  the  form  of  managed  care.  Ultimately,  I  am  one  indi- 
vidual who  thinks  we  are  going  to  have  to  go  to  a  universal,  com- 
prehensive, single-payer  type  plan  or  something  similar. 

So  I  don't  mind  hard  votes,  or  public  controversy.  If  we  really 
think  we  are  going  to  treat  Federal  employees  as  less  deserving,  in 
essence  in  a  punitive  way,  Mr.  Chairman,  in  relation  to  similarly 
established  employees  in  the  private  sector  just  because  of  their 
particular  Federal  status  and  because  anyone,  Republican  or  Dem- 
ocrat makes  political  gains  out  of  this,  I  think  it  would  be  a  mis- 
take of  the  first  order. 

So  I  would  just  encourage  the  Board,  this  committee,  everyone 
involved,  concerned  people  in  this  room  to  be  on  their  toes.  I  guess 
from  informal  discussions  I  have  had  today,  this  rumor  is  some- 
what beyond  a  trial  balloon,  Mr.  Chairman,  and  close  to  being 
locked  in  concrete. 

I  would  just  say  I  am  very  concerned,  but  I  don't  think  the  Fed- 
eral sector,  in  essence,  should  roll  over,  Mr.  Chairman,  to  be  a  po- 
litical guinea  pig.  I  don't  think  I  can  say  this  strongly  enough.  I 
would  encourage  an  active  and  involved  Board  of  Governors.  Surely 
health  care  reform  is  not  a  plan  to  have  an  employee  pay  more  for 
less  benefits. 

I  might  note  from  the  standpoint  of  personal  experience  when  my 
wife  was  a  low-income  employee  in  a  non-Federal  community  ac- 
tion program,  her  coverage  was  cheaper  and  more  comprehensive 
than  what  we  get  in  the  Federal  Employee  Health  Benefits  pro- 
gram which,  quite  frankly,  is  adequate  or  good  but  not  that  great. 
It  is  not  one  of  the  best,  foremost  programs. 

But  I  would  say  the  Federal  employee  has  to  be  equally  treated. 
And  we  are  going  to  have  to  get  some  more  information  on  this 
soon.  We  cannot  be  in  a  position  of  it  is  coming  down  soon,  Mr. 
Chairman,  we  will  know  soon,  when  people  in  the  Federal  sector 
are  hearing  this  thing  is  pretty  well  locked  in.  So  if  anyone  has  any 
comments  on  that,  but  I  would  hope  your  concern  would  be  for  the 
employees,  as  much  as  for  any  ancillary  immediate  savings  you 
might  be  able  to  make. 

Mr.  Mackie.  We  do  have  that  concern,  Mr.  McCloskey,  and  only 
yesterday  we  did  a  little  review  in  that  area  and  have  asked  our 
management  to  keep  us  informed  as  how  legislation  goes  along. 

Mr.  McCloskey.  Has  anyone  replied  to  the  Chairman's  concerns, 
another  topic  here,  about  the  failure  to  communicate,  so  to  speak, 
and  particularly  from  the  Chairman's  memorandum  in  his  opening 
statement  today,  about  financial  reporting  and  the  idea  that  this 
committee  is  getting  regular  and  solid  financial  reports?  I  guess, 
Mr.  Chairman,  it  has  diminished  in  relation  to  previous  years;  is 
that  not  correct? 

Mr.  Clay.  Considerably,  yes. 

Mr.  Mackie.  I  am  be  glad  to  respond  to  that,  Mr.  McCloskey. 
First  of  all,  I  am  concerned  that  information  has  not  arrived  in 
time.  You  did  notice  that  my  comments  did  arrive  96  hours  ahead 
of  time  and  I  am  sorry  that  General  Runyan's  comments  did  not 
get  here.  In  talking  to  him,  he  said  he  tinkers  with  his  comments 
until  the  last  minute.  There  was  no  intention  on  his  part  to  have 
broken  that  rule. 
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As  far  as  the  financial  reports,  the  accounting  and  financial  fig- 
ures, there  were  several  months  that  we  governors  didn't  get  them 
and  you  did  not  get  yours,  either,  because  in  the  process  of  our  re- 
structuring last  fall  our  financial  vice  president  retired.  Those  re- 
ports are  back  on  target,  I  have  been  told,  and  you  will  receive 
those  reports  on  time  in  the  future. 

As  far  as  the  annual  statement,  some  of  the  audit  reports,  usu- 
ally included  were  eliminated  as  we  downsized  to  save  costs.  We 
were  late  in  sending  over  the  audit  reports  for  your  committee.  But 
in  my  review  of  your  concerns,  I  was  not  aware  of  that  until  I  re- 
ceived a  copy  of  Chairman  Clay's  letter  to  the  Postmaster  General. 
In  my  review  with  the  Postmaster  General  there  was  no  intention 
to  eliminate  that  information  from  our  oversight  committee. 

Mr.  McCloskey.  Could  I  get 

Mr.  Clay.  May  I  comment  on  that?  It  is  much  broader  than  that. 
We  are  making  individual  requests  for  specific  kinds  of  information 
and  we  either  don't  get  it  or  it  is  greatly  delayed.  And  part  of  the 
problem  is  that  you  have  merged  the  Government  Relations  Divi- 
sion with  the  communications.  And  you  have  downgraded  congres- 
sional relations.  Just  as  simple  as  that.  I  mean  with  all  these  re- 
sponsibilities that  the  communications  department  has  over  there, 
you  have  neglected  your  congressional  relationship  here.  We  need 
somebody  that  is  directly  responsible  for  responding  to  Members  of 
Congress,  and  especially  this  committee  that  has  the  responsibility 
of  overseeing  the  Postal  Service.  So  will  you  look  into  that  for  us 
and  find  out  what  this  downsizing  of  that  office  and  the  merger  has 
done  in  terms  of  affecting  the  ability  of  you  to  respond  to  this  com- 
mittee? 

Mr.  Mackie.  Mr.  Chairman,  I  was  not  aware  of  that  until  you 
mentioned  it,  and  we  have  looked  into  it  and  appropriate  proce- 
dures will  be  made.  As  you  know,  beforehand  government  relations 
was  reporting  to  an  Associate  Postmaster  General.  The  intention  of 
this  reorganization  was  to  get  that  person  reporting  directly  to  the 
Postmaster  General  Runyan.  That  has  come  about  again  in  the 
downsizing  and  restructuring  and  all  the  things  that  we  have  been 
faced  with  the  last  few  months,  that  has  slipped  away  some  way. 
That  will  be  improved. 

Mr.  Clay.  That  is  great  they  are  reporting  to  a  higher  authority 
over  there,  but  they  are  not  reporting  to  us.  So  that  is  just  part 
of  the,  you  know 

Mr.  Griesemer.  Mr.  Chairman,  I  will  introduce  a  motion  at  the 
next  Board  of  Governors  meeting,  all  financial  statements  will  be 
delivered  to  this  committee  and  the  Senate  committee  on  the  same 
day  that  they  are  prepared.  I  don't  think  it  was  intentional.  I  didn't 
get  mine  for  a  couple  months  and  when  I  hollered  I  did  start  get- 
ting them  again.  But  make  sure  there  is  no — and  I  understand 
your  other  concerns,  and  we  have  had  some  discussions  on  this. 
And  we  will  certainly  look  into  it  and  be  back  in  touch  with  you 
to  make  sure  it  is  being  corrected. 

Mr.  Clay.  Thank  you. 

Mr.  Mackie.  Mr.  Chairman,  I  would  like  to  call,  if  I  could,  Gov- 
ernor Alvarado. 

Ms.  Alvarado.  Mr.  Chairman,  if  I  could,  I  just  want  to  say  that 
your  function  as  an  oversight  committee  is  being  diminished.  I  am 
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not  getting  this  information.  So  we  realize  as  a  board  that  is  abso- 
lutely crucial  to  you  being  able  to  carry  out  your  obligations,  and 
we  have  received  word  from  Postmaster  General  Runyan  and  we 
made  it  clear  in  no  uncertain  terms  in  our  meetings  both  today  and 
yesterday  that  he  is  to  provide  that  in  a  timely  way.  So  we  would 
appreciate  it  if  it  is  not  happening  at  the  pace  that  you  would  like 
that  you  would  communicate  directly  with  our  chairman  and  make 
sure  it  is  taking  place.  We  apologize  for  the  inconvenience. 

Mr.  Clay.  Wait,  Mr.  Winters. 

Mr.  Winters.  Mr.  Chairman,  I  don't  know  if — I  have  a  little  bit 
to  say — I  am  the  only  one  that  hasn't  said  anything,  and  I  thought 
maybe  I  better  sing  for  my  dinner,  too.  I  have  been  around  legisla- 
tive committees  a  long  time  on  the  state  level  and  I  assure  you  that 
this  governor  and  these  other  governors  want  you  to  like  us.  We 
want  you  to  have  whatever  information  you  need  and  want  and  we 
are  going  to  see  that  you  get  it. 

Mr.  Clay.  Thank  you.  Ms.  Collins. 

Miss  Collins.  Thank  you,  Mr.  Chairman.  First,  I  ask  unanimous 
consent  that  my  statement  can  be  entered  as  a  part  of  the  record. 

Mr.  Clay.  Without  objection,  so  ordered. 

[The  prepared  statement  of  Hon.  Barbara-Rose  Collins  follows:] 
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Prepared  Statement  of  Hon.  Barbara-Rose  Collins,  a  Representative  in 
Congress  From  the  State  of  Michigan 

MR.  CHAIRMAN,   THANK  YOU  FOR  THE  OPPORTUNITY  TO  WELCOME  THE  U.S. 
POSTAL  BOARD  OF  GOVERNORS  HERE  TODAY.   I  NEED  NOT  REMIND  THE  BOARD 
THAT  ALL  IS  NOT  AS  IT  SHOULD  BE  WITHIN  THE  U.S.  POSTAL  SERVICE. 
THERE  IS  THE  CONTINUED  ISSUE  OF  VIOLENCE  AGAINST  POSTAL  EMPLOYEES; 
THE  NAGGING  PERCEPTION  THAT  THE  U.S.  POSTAL  SERVICE  IS  NOT  AN 
EQUAL  OPPORTUNITY  EMPLOYER  AND  IN  FACT,  THERE  ARE  REPORTS  OF 
BLATANT  DISCRIMINATION  BEING  PRACTICED  WITHIN  THE  SERVICE.   WE 
CONTINUE  TO  STRUGGLE  WITH  THE  RATE  MAKING  ISSUE  AND  THERE  ARE  THE 
CHALLENGES  PRESENTED  BY  POSTAL  SERVICE  COMPETITORS,  AND  THE  NEED  TO 
CONTINUE  EXPLORING  NEW  TECHNOLOGIES  AND  THE  FEASIBILITY  OF 
AUTOMATION  EQUIPMENT  UPGRADING. 

MR.  CHAIRMAN,  I  AM  PLEASED  THAT  THE  POSTAL  BOARD  OF  GOVERNORS  WILL 
HAVE  THE  OPPORTUNITY  TO  ADDRESS  THESE  ISSUES  AS  WELL  AS  GIVE  US 
THEIR  ASSESSMENT  OF  THE  STRENGTHS  AND  WEAKNESSES  WITHIN  THE  POSTAL 
SERVICE  AND  SUGGESTIONS  FOR  ENHANCING  THE  POSITIVE  AND  ELIMINATING 
THE  NEGATIVES. 

I  AM  INTERESTED  IN  HEARING  ABOUT  THE  DEFINITION  OF  WHAT  CHAIRMAN 
MACKIE  CALLS  AN  "ACTIVITISTS"  POSTAL  BOARD  OF  GOVERNORS.   I  WOULD 
LIKE  TO  KNOW  THE  STATUS  OF  THE  BOARD'S  DISCUSSIONS  WITH  THE 
DIVERSITY  DEVELOPMENT  DEPARTMENT  WITHIN  THE  POSTAL  SERVICE, 
RELATIVE  TO  THE  AREA  OF  AFFIRMATIVE  ACTION  AND  THE  NEED  TO  REMEDY 
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WHAT  MR.  RUNYON  CALLS  A  "CULTURE"  WITHIN  THE  POSTAL  SERVICE,  WHEN 
IT  COMES  TO  MINORITY  AND  FEMALE  REPRESENTATION  IN  THE  HIGHER  LEVELS 
OF  POSTALL  SERVICE  EMPLOYMENT.   IN  ADDITION,  I  AM  INTERESTED  IN 
WHAT  SPECIFIC  RECOMMENDATIONS  THE  BOARD  WILL  MAKE  TO  FOREVER 
ELIMINATE  AN  UNHEALTHY  "CULTURE"  ATMOSPHERE  IN  THE  POSTAL  SERVICE. 

MR.  CHAIRMAN,  I  WOULD  LIKE  TO  EXPRESS  MY  SINCERE  APPRECIATION  TO 
THE  POSTAL  BOARD  OF  GOVERNORS,  FOR  THEIR  COMMITMENT  TO  ADDRESSING 
AND  FINDING  SOLUTIONS  TO  RESOLVING  THE  ISSUES  THAT  CONTINUE  TO 
CHALLENGE  THE  VERY  EXISTENCE — AS  WELL  AS  THE  VIABILITY — OF  THE 
POSTAL  SERVICE.   AS  A  FIRM  BELIEVER  IN  THE  VALUE  OF  THE  POSTAL 
SERVICE,  ALONG  WITH  A  STRONG  DESIRE  TO  HELP  VALIDATE  THE  NOTION 
THAT  IT  IS  A  GREAT  PLACE  TO  WORK — THUS  ENHANCING  GROWTH  IN  CUSTOMER 
SERVICE  AND  PRODUCTIVITY — I  LOOK  FORWARD  TO  YOUR  COMMENTS. 

THANK  YOU,  MR.  CHAIRMAN. 
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Miss  Collins.  Okay.  Mr.  Chairman,  I  still  haven't — listening  to 
the  discussion,  I  still  haven't  heard  what  authority  the  Diversity 
Department  will  have.  Were  you  satisfied  with  the  answer?  I  won- 
der, Mr.  Mackie,  if  you  can  just  tell  me  specifically  will  that  depart- 
ment have  the  authority  to  redress  wrongs  done  with  affirmative 
action.  If  an  employee  complains  about  discrimination,  will  this  Di- 
versity Division  or  Department  have  the  authority  to  straighten  it 
out?  Yes  or  no? 

Mr.  Mackie.  I  cannot  answer  that  fully,  and  I  wish  I  could,  but 
I  will  get  that  sent  to  you  immediately,  as  to  the  answers  to  your 
questions. 

[The  information  referred  to  follows:] 

Response  to  Written  Questions  Submitted  by  Hon.  Barbara-Rose  Collins  to 

Bert  H.  Mackie 

Question  1.  What  authority  does  the  Diversity  Department  have? 

Answer.  Diversity  Development  encompasses  five  distinct  units:  (1)  Diversity 
Awareness,  (2)  Diversity  Development  Policies  and  Planning,  (3)  Succession  Plan- 
ning, (4)  Vendor  Programs,  and  (5)  Customer  Interface.  Both  Diversity  Awareness 
and  Succession  Planning  focus  on  employees.  Vendor  Programs  links  minority, 
women,  and  small  business  suppliers  with  the  purchasing  functions.  Customer 
Interface  links  customers  and  our  marketing  and  customer  service  efforts.  Policies 
and  Planning  is  dedicated  to  oversight  of  the  full  integration  of  diversity  strategies 
and  initiatives,  both  internal  and  external  to  the  organization. 

The  authority  inherent  in  Diversity  Development  is  derived  from  its  structure, 
with  a  Vice  President  who  reports  directly  to  the  Postmaster  General  who  has  em- 
powered the  office  to  institutionalize  the  concept  of  diversity  throughout  the  organi- 
zation. 

Question  2.  Will  that  department  have  the  authority  to  redress  wrongs  done  with 
affirmative  action? 

Answer.  One  function  of  Diversity  Development  is  to  create  policies  that  will  help 
eliminate  those  conditions  that  are  conducive  to  discrimination  complaints.  We  do 
not  expect  dramatic  change  to  occur  overnight.  Diversity  Development  does  not  have 
the  authority  to  remove  employees  from  their  assigned  positions. 

Under  Equal  Employment  Opportunity  Commission  (EEOC)  guidelines,  29  CFR 
1614,  the  Postal  Service,  like  all  other  federal  agencies,  is  and  has  been  required 
to  have  an  affirmative  action  plan.  The  plan  currently  in  place  is  the  1991-92  Na- 
tional Affirmative  Action  Plan,  signed  by  former  Postmaster  General  Anthony  M. 
Frank.  The  Diversity  Development  office  is  assisting  Headquarters  in  the  develop- 
ment of  new  affirmative  action  plans  and  accomplishment  reports  based  on  the  new 
structure.  Diversity  Development  will  provide  the  necessary  workforce  profile  and 
civilian  labor  force  statistics  to  the  Headquarters  units,  and  monitor  the  progress 
of  each  unit.  The  intent  of  these  plans,  as  always,  is  to  assist  functional  units  to 
determine  if  women  and  minorities  are  adequately  represented  at  various  levels, 
and  further  to  provide  advice  and  identity  barriers  which  may  prevent  minorities 
and  women  from  being  adequately  represented  at  various  levels. 

Question  3.  If  an  employee  complains  about  discrimination,  will  the  Diversity  De- 
partment have  the  authority  to  straighten  it  out?  .,.,.**.*_  e 

Answer.  No,  because  under  the  restructuring,  responsibility  for  the  processing  ot 
discrimination  complaints  has  been  placed  under  the  Vice  President  for  Labor  Rela- 
tions The  Manager  for  EEO  Compliance  and  Appeals  reports  directly  to  the  Vice 
President  for  Labor  Relations,  and  is  responsible  for  national  program  management 
for  discrimination  complaint  processing.  EEO  Compliance  and  Appeals  Processing 
Centers  were  established  in  five  locations  to  provide  a  focal  point  for  the  administra- 
tion of  the  compliant  process  for  the  ten  Customer  Service  and  Processing  and  Dis- 
tribution Areas.  These  Processing  Centers  jprovide  direction  and  support  to  the  85 
District  Offices,  which  have  a  staff  of  EEO  professionals  who  perform  the  actual 
counseling  and  investigative  activities  in  complaint  processing. 

The  Postal  Service  follows  the  Equal  Employment  Opportunity  Commissions 
(EEOC)  regulations  at  29  C.F.R.  1614  in  processing  discrimination  complaints  Em- 
ployees first  seek  pre-complaint  counseling  at  the  District  level.  EEO  Counselor/In- 
vestigators handle  the  counseling  and  attempt  to  resolve  the  issues  that  are  raised. 
If  no  resolution  can  be  reached  at  the  pre-complaint  counseling  stage,  employees  are 
given  the  right  to  file  formal  complaints.  Acceptance  or  rejection  determinations  of 
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formed  complaints  are  made  by  the  processing  centers  and  cases  referred  back  to 
the  District  Offices  for  investigation  by  EEO  Counselor/Investigators.  Arrangements 
for  hearings  before  the  EEOC  and  subsequent  appellate  work  is  performed  at  the 
Processing  Center  level. 

The  Postal  Service  always  has  had  a  strong  record  of  resolving  complaints  at  the 
pre-compliant  counseling  stage,  and  for  pursuing  resolution  in  the  investigative  and 
hearing  stage  of  the  process.  This  commitment  has  not  changed  as  a  consequence 
of  the  restructuring,  and  the  resolution  of  complaints  where  possible  still  is  a  very 
viable  part  of  the  Postal  Service's  program.  In  the  future,  this  commitment  will  be 
strengthened  further  through  the  development  and  expansion  of  alternative  dispute 
resolution  procedures  which  are  strongly  encouraged  in  the  Commission's  1614  regu- 
lations and  which  agencies  are  pursuing  as  a  result  of  the  Administrative  Dispute 
Resolution  Act  of  1990. 

Miss  Collins.  If  they  do  not  have  the  authority  to  do  that,  do 
you  have  the  authority  to  give  them  the  authority?  Or  does  that 
have  to  come  from  Runyan? 

Mr.  Mackie.  We  are  the  policymakers.  However,  as  a  general 
policy  the  Governors  do  not  micromanage  Postal  Service  personnel 
matters. 

Ms.  Pace.  May  I  just  interject  here,  this  Diversity  Department 
is  relatively  new,  and  it  is  defining  its  goals  and  we  did  receive  a 
presentation  on  the  goals  and  we  did  see  an  action  program,  a  defi- 
nite action  program,  which  included  removing  barriers  to  the  mo- 
bility of  our  workers.  That  was  one  of  the  strong  points,  I  thought, 
of  the  presentation,  that  we  would  try  to  understand  what  was  in- 
hibiting the  development  and  growth  of  the  workers  and  then  get 
to  specific  programs  that  would  help  overcome  the  barriers.  So 
there  are  a  whole  series  of  action  programs,  but  again,  the  Depart- 
ment is  just  being  developed  and  shaping  up  its  policies.  I  believe 
we  will  have  a  much  better,  a  clearer  notion,  of  what  it  is  actually 
accomplishing  when  we  have  our  next  presentation. 

Miss  Collins.  Which  is  when? 

Ms.  Pace.  I  don't  know  when.  It  is  not  scheduled,  but  should  be 
scheduled  soon. 

Miss  Collins.  All  right.  And  finally,  do  you  have  any  authority 
or  ability  to  rectify  the  removal  of  the  minorities  from  the  I/Enfant 
Plaza  headquarters?  What  I  am  saying  is  everyone  is  angry  about 
the  fact  that  blacks  have  been  removed  from  that,  the  head- 
quarters. And  I  don't  care  if  they  were  secretaries  or  clerks  or  man- 
agement, but  they  were  removed.  And  I  want  to  know  what  steps 
will  be  taken  to  rectify  that  racial  imbalance  there.  It  is  not  enough 
for  this  committee  to  say  it  is  reprehensible.  It  is  not  enough  for 
the  Board  of  Governors  to  say  they  are  investigating. 

What  I  want  to  know  is  what  action  is  being  contemplated  or  will 
take  place  to  rectify  a  mistake? 

Mr.  Mackie.  This  may  be  a  long  way  around,  and  I  will  furnish 
more  for  the  record,  but  you  know  in  the  process  of  restructuring 
our  officer  component  was  reduced  over  40  percent,  in  numbers  of 
officers,  and  when  you  come  down  the  line,  people  reporting  to 
them,  the  officers  were  eliminated,  not  only  through  retirement  but 
also  by  being  moved  into  other  headquarters  areas  or  out  into  the 
field.  The  positions  went  away.  We  did  not  know  who  all  was  going 
to  take  early  retirement.  We  had  more  take  early  retirement  than 
what  we  had  anticipated. 

In  my  mind,  overall  we  had  6,000  to  8,000  more  early  retire- 
ments than  what  we  had  planned  on.  Many  came  out  of  head- 


433 

quarters.  We  know  the  numbers  that  you  are  concerned  about.  We 
are  very  concerned  about  those  numbers.  And  we  have  instructed 
management  to  take  care  of  getting  our  headquarters  staff  back 
into  the  diversified  work  force  that  it  once  was. 

Let  me  go  a  step  further,  and  I  know  you  are  not  asking  about 
the  total  Postal  Service,  but  in  looking  at  that,  you  know,  it  is  not 
as  severe  throughout  our  country.  In  fact,  the  one  area  that  was 
the  major  area  in  the  shift  was  the  gender  area  and  we  had  about 
a  1.1  percent  increase  in  females  throughout  our  700,000  postal 
employment  base.  And  the  rest  of  the  percentages  varied  one-half 
percent  or  less.  In  looking  at  postal  headquarters,  however  that  is 
not  the  case. 

[The  information  referred  to  follows:! 

The  Governors,  as  standard  policy,  do  not  manage  the  day-to-day  personnel  mat- 
ters of  the  Postal  Service.  The  Governors  do,  however  direct  and  control  the  expend- 
itures of  the  Postal  Service,  review  its  practies  and  policies,  and  establish  basic 
objecties  and  long-range  goals  in  accordance  with  the  provisions  of  title  39,  United 
States  Code.  We  too,  are  concerned  about  the  issues  you  have  raised  regarding  mi- 
nority representation  at  headquaters. 

In  compliance  with  Equal  Employment  Opportunity  Commission  rules  and  regula- 
tions, the  Postal  Service  will  develop  a  new  multi-year  Affirmative  Action  Plan  for 
minorities  and  women.  The  process  of  developing  a  new  Affirmative  Action  Plan  will 
begin  within  the  next  few  months  once  the  restructuring  is  complete.  This  plan  will 
focus  not  only  on  action  to  increase  the  representation  of  black  employees  at  the 
L'Enfant  Plaza  Headquarters,  but  any  other  underrepresented  group. 

Miss  Collins.  Well,  it  did  go  in  a  roundabout  way,  but  I  think 
at  the  end  you  said  that  you  have  instructed  them  to  develop  a 
plan  to  bring  it  back  into  racial  parity.  Is  that  what  you  said  at 
the  very  end? 

Mr.  Mackie.  Yes. 

Miss  Collins.  All  right. 

Mr.  Mackie.  Thank  you. 

Ms.  Daniels.  Mrs.  Collins,  I  also  want  to  tell  you  that  today  an 
appointment  has  been  raised  with — made  with  the  NAACP  to  meet 
with  the  Postmaster  General  at  1  o'clock  on  Monday.  And  maybe 
they  can  work  out  some  of  these  things  together. 

Miss  Collins.  That  is  very  good.  I  just  think,  though,  that  it  is 
really  reprehensible  that  it  takes  an  outside  association  like  the 
NAACP  or  somebody  else  to  galvanize  the  Postmaster  General  into 
action.  And  I  am  glad  to  hear,  though,  that  you  are  looking  for  an 
action  plan  to  rectify  the  imbalance.  I  think  that  is  very,  very  im- 
portant, and  I  hope  you  will  keep  this  committee  apprised  of  what 
happens  on  the  timetable,  how  they  expect  to  rectify  it.  It  has  been 
my  experience  that  much  discrimination  is  not  so  much  discrimina- 
tion by  commission,  but  by  omission,  meaning  that  you  just  don't 
see  African-Americans.  And  I  mean  that  quite  literally,  both  in  the 
workplace,  in  the  halls,  you  can  get  walked  right  through  if  you 
don't  get  out  of  the  way.  I  mean  we  are  just  invisible  people.  And 
so  when  you — when  in  your  circuitous  way  to  get  to  the  answer  to 
my  question,  I  was  listening  very  carefully  and  I  understand  that 
you  don't  know  who  is  going  to  take  early  retirement  or  who  is 
going  to  be  transferred  or  how  that  shifts  down  through  the  ranks, 
but  I  submit  to  you  that  when  it  is  African-Americans,  it  almost 
doesn't  matter  because  you  don't  pay  them  much  attention.  I  don't 
mean  you,  I  mean  the  collective  you.  Just  don't  pay  them  much  at- 
tention. And  the  concern  is  not  there  for  the  balance.  And  if  the 
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concern  is  not  there  for  the  balance,  then  the  balance  simply  won't 
occur. 

And  you  can't  disagree  with  me  because  that  is  what  has  hap- 
pened. The  facts  speak  for  themselves.  You  have  to  be  ever-diligent 
in  your  mind  for  fairness.  Fairness,  both  racially  and  with  gender. 
And,  you  know,  I  look  at  this  table  and  as  far  as  I  am  concerned 
it  is  not  representative.  But,  of  course,  I  don't  have  anything,  you 
know,  to  say  about  that.  I  am  not  even  going  to  tell  you  why  it  is 
not  representative.  You  see  what  I  am  saying?  It  has  to  be  in  your 
mind  at  all  times.  Otherwise  nothing  as  far  as  fairness  is  concerned 
will  ever  occur.  And  so  I  thank  you,  though,  for  your  statement 
that  there  will  be  activity,  there  will  be  an  action  plan.  Thank  you, 
Mr.  Chairman. 

Mr.  Clay.  Thank  you.  Thank  you. 

Congressman  Wynn  was  going  to  ask  some  questions  about  the 
NAACP  report.  He  is  not  here.  He  had  to  go  to  the  Foreign  Affairs 
Committee  to  process  an  amendment  that  he  had.  I  understand  he 
was  on  his  way  back  but  he  hasn't  arrived,  so  without  objection  I 
am  going  to  insert  in  the  record  a  report  by  the  Region  7  NAACP 
Task  Force  Against  Discrimination  in  Federal  Agencies  entitled, 
"Black  Employment  Threatened,"  due  to  policies  implemented  by 
Marvin  Runyan,  Postmaster  General. 

Ms.  Alvarado,  you  asked  earlier  that  it  might  have  some  adverse 
impact  on  Hispanics,  and  I  will  say  to  you  that  according  to  the 
NAACP  report,  they  say  that  women  took  the  big  hit,  whereas 
white  males  decreased  at  headquarters  by  33.9  percent,  it  was 
white  females  who  decreased  by  38.3,  Hispanic  females  by  45  per- 
cent, and  black  females  by  56.4  percent.  So  it  didn't  just  affect 
black  employees,  it  affected  women  considerably. 

Miss  Collins.  Would  the  Chairman  yield? 

Mr.  Clay.  Yes,  I  will. 

Miss  Collins.  So  what  can  they  say  about  white  males,  then, 
they  are  1  percent? 

Mr.  Clay.  No,  it  said  the  reduction  was  33  percent  for  white 
males,  but  white  females  was  38.3  and  Hispanic  females,  45  per- 
cent; and  black  females,  56.4. 

Miss  Collins.  Thank  you. 

Mr.  Clay.  Unless  you  have  any  more  statements,  any  more  ques- 
tions, the  committee  really  wants  to  thank  you  for  coming  over 
today  and  that  concludes  our  hearing. 

[Whereupon,  at  3:21  p.m.,  the  subcommittee  was  adjourned.! 

[The  information  referred  to  above  follows:] 
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Drop  in  Blacks,  Women 
At  Postal  Center  Faulted 

Hill  Panel  Decries  Runyon  's  Reorganization 


By  Bill  McAllister 

Wuhopon  hai  Sirfl  *  run 


Postmaster  General  Marvin  T. 
Runyon  came  under  sharp  attack 
yesterday  for  allowing  the  percent- 
age of  blacks  and  women  at  Postal 
Service  headquarters  to  drop  as  a 
result  of  his  widely  acclaimed  re- 
organization of  the  agency. 

When  Runyon  countered  that 
Washington  was  "one  location"  and 
he  did  not  have  a  plan  to  reverse 
minority  job  losses  here,  criticism 
from  members  of  the  House  Post 
Office  and  Civil  Service  Committee 


Chairman  William  "Bill"4  Clay  (D- 
Mo.)  accused  Runyon  of  understat- 
ing the  extent  of  African-American 
job  losses  and  maintained  that 
Runyon's  newly  created  "office  of 
diversity"  was  powerless. 

Runyon  said  the  percentage  of 
blacks  at  the  agency's  L'Enfant  Pla- 
za headquarters  had  fallen  as  a  re- 
sult of  his  decision  to  cut  the  work 
force  there  by  30  percent,  but  he 
said  the  racial  changes  were  not 
deliberate.  Overall  postal  employ- 
ment of  minorities  remained  the 
same  after  the  reorganization,  he 
said. 

But  his  critics  were  not  mollified 
and   told  him   they  believed   his 

Washington  staff  should  b«  •  model 
for  the  agency.  "Why  can't  the  big 
house  be  as  reflective  as  the  out- 
house?" asked  Rep.  Sanford  D.  Bish- 
op Jr.  (D-Ga.). 

In  what  was  perhaps  Runyon's 
most  defensive  appearance  on  Cap- 
itol Hill  in  his  nine  months  as  post- 
master general,  he  clashed  with 
Clay  and  others  on  the  committee 
over  how  severe  the  job  losses  for 
African  Americans  were.  Runyon 
called  the  drop  5  percent,  saying 
the  number  of  black  staffers  had 
fallen  from  approximately  25  per- 
cent to  20  percent  of  the  central 
office  staff. 

Clay  said  the  decline  was  20  per- 
cent, a  sharp  drop  of  one-fifth  that 
has  produced  a  headquarters  staff 
that  is  "more  male  and  more  white." 
Neither  Clay  nor  the  six  other  black 
committee  members  supported  that 
development. 


The  chairman  led  the  attack,  in- 
terrupting Runyon  after  he  repeat- 
ed the  5  percent  figure.  Insisting 
that  his  calculation  was  accurate, 
Clay  added  sarcastically,  "I  didn't 
study  new  math.  You  may  be  cor- 
rect.* 

After  the  hearing,  a  postal 
spokesman  said  that  the  number  of 
black  employees  at  headquarters 
had  dropped  from  25  percent  of  the 
staff  in  July  1992  to  18  percent  of 
the  staff  now.  Meanwhile,  the  num- 
ber of  white  workers  climbed  from 
70  percent  in  July  1992  to  76  per- 
cent now,  the  spokesman  said.  The 
percentage  of  women  at  headquar- 
ters fell  slightly  in  the  same  period, 
from  41  percent  in  July  1992  to  40 
percent  now,  the  spokesman  said. 

Nationally,  the  agency's  racial 
percentage  remained  the  same, 
whites  at  68  percent  of  the  postal 
workforce  and  blacks  at  about  21 
percent.  Women  have  remained 
about  34  percent  of  postal  employ- 
ees. 

"We  plan  to  improve  minority  and 
female  hiring,"  Runyon  sought  to 
assure  the  panel,  adding:  "We're 
not  doing  a  lot  of  hiring  today." 

His  critics,  including  Ren.  Con- 
Stance  _A  MnreJla  (R-Md.).  re- 
mained unsatisfied.  They  demanded 
that  Runyon  offer  them  statistics  on 
minority  job  losses  and  his  agency's 
■itirrnafive-action  piffnT"         

Since  taking  oilice  KUnyon  has 
eliminated  30,000  management  and 
6upport  jobs,  retired  47,000  work- 
ers and  restructured  the  agency. 
Until  yesterday,  his  plan,  one  of  the 


But  yesterday  it  became  clear 
that  the  post  office  committee, 
which  now  has  seven  African-Amer- 
ican Democrats,  intends  to  use  its 
clout  to  force  Runyon  to  adopt  a 
more  aggressive  stance  over  minor- 
ity jobs  in  Washington.  Every  one  of 
the  black  legislators  on  the  panel 
attended  the  hearing  and  all  criti- 
cized Runyoti  about  the  loss  of  mi- 
nority jobs. 

"You  need  to  get  rid  of  some  peo- 
ple who  ain't  doing  it  right,"  Rep. 
Alcee  Hastings  (D-Fla.)  told 
Runyon. 
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Once- Agreeable  Hill  Watchdogs 
Start  Growling  at  Postal  Chief 


By  Bill  McAllister 


The  head  of  the  House  Post  Of- 
fice and  Civil  Service  Committee 
sent  a  highly  critical  memorandum 
to  Postmaster  General  Marvin  T. 
Kunyon  yesterday,  saying  that  the 
agency's  relationship  with  Congress 
has  seriously  deteriorated  and 
threatening  lo  seek  laws  to  resolve 
several  disputes. 

Postal  officials  would  not  com- 
ment on  the  four-page  memoran- 
dum, which  constituted  the  sharp- 
cut  rebuke  any  mcnibvr  uf  Congress 
has  given  Runyon  since  he  look  of- 
fice 10  months  ago.  Until  yester- 
day, lawmakers  have  generally 
praised  Kunyon,  an  automaker 
turned  bureaucrat,  for  the  large 
personnel  cuts  he  has  made  in  the 
Postal  Service. 

Rep.  William  L.  Clay  (U-Mo), 
chairman  of  the  House  committee 

i ti.it  mmeus  ihc  iiukpuuitiil  posh 

al  agency,  look  the  opposite  tack  in 
the  unusual  memorandum  that  went 
in  ihe  postmaster  general  and  the 
nine  presidential  appointees  on  the 
board  of  governors  that  hired  him. 
In  the  memo.  Clay  expressed  "ex- 
treme displeasure"  al  events  that 
he  said  were  hampering  Ihe  com- 
mittee's oversight. 

Clay  did  not  directly  blame 
Runyon  for  all  the  problems,  but  he 
noted  at  several  points  that  all  had 
arisen  since  Runyon,  former  head  of 
the  Tennessee  Valley  Authority, 
became  postmaster  general.  The 
chairman  said  relations  were  as  bad 
as  he  had  seen  them  in  his  more 
than  two  decades  on  the  committee. 

Among  his  complaints: 

■  Delays  in  providing  "fairly 
straightforward  information"  about 
allegations  that  minorities  were  dis- 
proportionately ousted  from  head- 
quarters jobs  as  a  result  of 
Runyon's  reorganization  of  the 
agency. 

■  Inaccurate  and  incomplete  infor- 
mation about  an  undercover  "sting" 
operation  in  Cleveland  in  which 
postal  inspectors  "unlawfully  ar- 
rested and  dismissed"  20  postal 
workers. 

■  A  "dramatic  decline  in  timely,  ba- 
sic financial  information"  about 
postal  operations. 

■  Difficulties  communicating  with 
the  agency's  congressional  liaison 


In  a  memo  to 
Postmaster 
General 
Runyon,  above, 
a  committee 
chairman 
expressed 
"extreme 
displeasure"  at 
recent  events. 


office  after  its  director  was  re- 
moved and  it  was  merged  into  the 
service's  public  affairs  department. 
■  Runyon's  failure  to  provide 
copies  of  his  congressional  testimo- 
ny 48  hours  in  advance  of  commit- 
tee hearings,  as  required  by  com- 
mittee rules. 

Clay's  complaint  supports  state- 
ments made  by  several  speakers 
last  week  during  a  Brookings  Insti- 


tuttop  forum  on  postal  issues.  None 
of  the  speakers  were  from  Clay's 
committee.  "The  U.S.  Postal  Sir- 
vice  has  fewer  friends  on  Capitol 
Hill  than  it  did  a  decade  ago,"  dc1-' 
clared  Edward  J.  Gleiman,  staff  dh 
rector  of  the  Senate  subcommittee. 
on  federal  services,  post  office  and' 
civil  service. 

He  said  that  Runyon  had  made, 
few  friends  in  Congress  with  his  Re- 
cent warnings  that  the  agency  was, 
on  the  verge  of  massive  firings  and, 
shutting  of  hundreds  of  small  po">| 
offices  because  of  threatened  bud-' 
get  actions.  Gleiman  said  Runyon, 
exaggerated  the  threat  and  de-* 
scribed  the  postmaster  general's 
ploy  as  "the  Washington  Monumenf 
argument."  Threats  to  close  the1' 
monument,  a  major  tourist  attrac- 
tion, have  been  used  by  the  Nation- 
al Park  Service  to  win  more  money, 
from  Congress. 

"When  you  run  around  saying, 
'The  sky  is  falling!  The  sky  is  (ail- 
ing!.* people  start  to  wonder,"  said 
Gleiman. 

Several  speakers  from  the  Postal 
Service,  including  executive  vicp 
president  Joseph  R,  Caraveo.  at- 
tempted lo  defend  Runyon's  rela- 
tions with  Congress  at  last  week's 
forum.  Others,  including  postal  lob- 
byists and  Postal  Rate  Commission- 
er Wayne  A.  Schley,  until  recently: 
an  aide  to  Sen.  Ted  Stevens  (R- 
Alaska),  expressed  concern  ovej; 
the  relationship.  "Just  as  you  must 
listen  to  the  customer,  you  imjst 
recognize  that  one  of  the  customers 
is  the  Congress  of  the  United 
States,"  said  Gene  A.  Del  Polito,  ex- 
ecutive director  of  the  Advertising 
Mail  Marketing  Association.        * 

Moe  Biller,  the  longtime  head  df- 
the  365,000-member  American' 
Postal  Workers  Union.  said  he  had' 
"a  lot  of  confidence  in  Mr.  Runyon," 
But  he  also  told  the  Brookings  au- 
dience that  he  had  known  18  other 
postmasters  general  and  "for  Mar' 
vin  Runyon,  the  scorecard  is  not 

Some  of  the  speakers  suggested 
that  the  deterioration  may  date  to 
the  decision  to  remove  the'  Post  Of 
flee  Department  from  the  Cabinet  m 
1971.  That  action  removed  congres- 
sional oversight  for  many  postal  is- 
sues and.  as  a  result,  led/6  a  decline 
in  Capitol  Hill's  attention  to  the 
workings  of  the  agency,  they  said. 
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